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REVIEW OF THE FY 2017 FOREIGN
ASSISTANCE BUDGET: ALIGNING
INTERESTS, ENSURING EFFECTIVENESS

AND TRANSPARENCY

TUESDAY, MARCH 15, 2016

HOUSE OF REPRESENTATIVES |,
COMMITTEE ON FOREIGN AFFAIRS,
Washington, DC.

The committee met, pursuant to notice, at 10 o’clock a.m., in
room 2172 Rayburn House Office Building, Hon. Edward Royce
(chairman of the committee) presiding.

Chairman R oycke. This hearing will come to order.

Today—we will have all the members take their seats—today we
are going to review the U.S. Agency for International Development
and Millennium Challenge Corporation.

From countering the threat of ISIS to combating pandemic dis-
eases, foreign assistance can advance our national security, and it
does it at a modest price. It is important to ensure that all of these
investments though, no matter their size, that they are all efficient,
that they are all effective. And the ultimate objective here must be
to see countries graduate over time from aid.

Economic growth is the foundation upon which all of our develop-
ment programs should be built: From expanding access to energy
and clean water, to improving food security, strengthening health
systems, expanding access to capital, advancing property rights—
and that means ending land grabbing—and empowering women to
participate freely in civic and economic activity. Market-based eco-
nomic growth is the key to ending extreme poverty and it is key
to advancing, frankly, U.S. interests.

In this sense, the Millennium Challenge Corporation is on the
right track. By picking poor but relatively well-governed countries
to partner with, and by pushing transparency and pushing account-
ability, MCC is putting countries on the path toward graduation.
MCC is again requesting the authority to enter into “concurrent
compacts.” And they do this to boost trade regionally. | am pleased
to be backing this initiative, along with Congresswoman Karen
Bass from Los Angeles.

However, MCC must stay true to its mission. The reality is that
its commitment to selectivity and accountability—principles which
we legislated here in Congress—is constantly being tested. | just
returned from Tanzania, where that government’s commitment to
democracy is being tested. It is being tested by rising levels of cor-
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ruption in Tanzania, by constraints on freedom of expression, and
by a cavalier attitude with respect to the fixing of elections in Zan-
zibar. A second MCC compact with Tanzania is not supportable
under these conditions.

The Agency for International Development also is being put to
the test. From “ghost schools” to abandoned irrigation projects and
hundreds of millions of U.S. taxpayer dollars exposed to waste,
fraud, and abuse in Afghanistan and Pakistan. Presidential initia-
tives are diverting critical resources away from economic growth.
Strategic planning is weak. We need fundamental changes there in
Afghanistan and Pakistan.

To its credit, USAID has been working to reform. In many ways
it is putting MCC principles in practice. The agency is seeking to
focus more on results and innovation, while tapping the expertise
and capital of the private sector. It has been helped by Congress’
transparency push, including Mr. Poe’s Foreign Assistance Trans-
parency and Accountability Act, which needs to pass the Senate.

USAID is the global leader in humanitarian assistance and dis-
aster relief. From the devastating earthquake in Nepal, to the
deadly Ebola epidemic, to the prolonged refugee crisis in Syria,
USAID is most often the first to respond. When lives are at stake,
flexibility can be essential. In the Philippines, | saw first-hand Ty-
phoon Haiyan's devastation there. USAID knew it would take 3
weeks for U.S. food aid stored in Sri Lanka to arrive—12 weeks if
they had to ship food from the United States—so they bought food
locally. And because they did, they saved lives there.

The administration has rightly renewed its request to “untie” a
quarter of the Food for Peace budget from costly, outdated, and in-
efficient U.S. purchase and shipping requirements that would cost
those 4 weeks in a disaster situation like that hurricane. | will con-
tinue working with the administration and my colleagues to see
that our food aid reaches more people in less time. Again, this is
about saving more lives.

New technologies—from vaccines to mobile banking—have accel-
erated advances in global health, food security, and development fi-
nance. USAID and MCC must keep pace by modernizing their
work force, by embracing innovation, and partnering with the pri-
vate sector. | look forward to working with Administrator Smith
and Ms. Hyde to address these challenges over the coming year.

Mr. Engel will be joining us late, so | am going to recognize Mr.
Sherman of California for any opening statement he might wish to
make.

Mr. SHERMAN . Thank you, Mr. Chairman. And | will yield a
minute to any other Democrat on this side that has something to
say, in part out of my generosity and in part because | don't have
a prepared opening statement capable of filling the time.

Congress can play an important role in foreign affairs by pro-
viding adequate funds and providing oversight. This is the most
important work | think the Federal Government does because it
not only helps the poorest in the world and the most unfree in the
world, but it is the best investment we can make dollar for dollar
in American security. In fact, we spend roughly s of 1 percent of
our gross domestic product aiding and providing development as-
sistance to the world’s poor.
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When you poll Americans, they say that perhaps we spend 10,
25, or even 50 percent of the Federal budget rather than the 1 per-
cent of the Federal budget, s percent of our GDP that we actually
spend. Perhaps we should have a national referendum limiting
total foreign aid to no more than 5 percent of the Federal budget.
| see at least two people in this room that would be happy with
that as a target figure.

When you look at our military budget and combine it with vet-
erans’ assistance and intelligence, you see that we spend an awful
lot on our national security, roughly 5 percent of our GDP. And
that doesn’'t count the most significant cost, and that is the cost in
blood when we do have to deploy our best forces into harm’s way.

| would want to identify two regions of the world in which | take
a particular interest. Our aid to Armenia has helped it alleviate
the effect of the blockade imposed on Armenia by Turkey and Azer-
baijan. We have, and should have, a robust package for the country
of Georgia because part of its territory is still occupied by Russia
and it faces significant challenges. And | hope that the region of
Samtskhe-Javakhet, | guess it is abbreviated just Javakhet, in
Southern Georgia would be particularly aided as part of that proc-
ess since it has been left out in the past.

And, of course, U.S. aid to Nagorno-Karabakh helps that critical
and beleaguered area and people very much in need. We provide
demining assistance. We ought to be doing more.

As to Pakistan, there are different regions. And Pakistan is so
complicated already if you look at the whole country, but you do
have to look at the individual regions. And in the south, the prov-
inces of Balochistan and Sindh have more than 50 million people.
The people of Sindh have | think—I won't quite say but by a clear
majority rejected extremism. | know that we have spent $155 mil-
lion on the Sindhi Basic Education Program, but the Inspector
General found some problems. | am told that those problems have
been remedied, or at least all the 1.G.’s suggestions have been im-
plemented. | look forward to asking questions about that.

And | will look to see whether, yes, Mr. Meeks would have some
opening statements. | yield to him.

Mr. M eeks. Thank you, Mr. Chairman.

| can’t think of a more important time in our history than what
we are doing right now with reference to USAID or the Millennium
Challenge and how important it is. When | think of, for example,
capacity building, it is something that can make the difference.
When we talk about eradicating poverty, if we can build capacity
so individuals can have the ability to create jobs and to participate
in the 21st Century, it makes it safer and this whole globe much
more secure.

When | think about the issues that are before us, and the issues
that we have to deal with on a global scope because the two oceans
no longer just protects the United States—and as Mr. Sherman
said, we spend a minuscule amount—and when you think about,
just look at the agenda, whether it is science and innovation,
whether it is global health, dealing with women’s health and ma-
laria or global health security, the tropical diseases, whether it is
agriculture and the Feed the Future initiative or the Global Food
Security Act or food aid reforms and priorities, whether it is democ-
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racy and governance that we are dealing with, or global climate
change and wildlife trafficking, these are tremendous issues that
are—and | can go on and on and on—but that we need to address.
And it makes, that affects not only these other countries but it af-
fects us directly also. Because if you look at diseases, how fast they
can travel, if we don't solve things there, they come right back here
at home.

So | am excited and we will have some questions on some specific
regions, but glad that you are here. And | think that we are here
at a key strategic time.

Thank you. | yield back.

Chairman R oyce. Thank you, Mr. Meeks.

This morning we are pleased to be joined by Administrator
Smith. She was sworn in as the 17th Administrator of USAID this
past December. Before assuming this position, Administrator Smith
served as Special Assistant to the President and as Senior Director
for Development and Democracy at the National Security Council.
And we welcome her to the committee.

Prior to becoming Chief Executive Officer of the Millennium
Challenge Corporation, Dana J. Hyde was the Associate Director at
the Office of Management and Budget, and previously worked at
the State Department. So it is good to see you again, Dana.

Without objection, the witnesses’ full prepared statements will be
made part of the record. And members here will have 5 calendar
days to submit any statements or questions or extraneous material
for the record.

So Administrator Gayle Smith. Administrator, | think the red
button there.

STATEMENT OF THE HONORABLE GAYLE SMITH, ADMINIS-
TRATOR, U.S. AGENCY FOR INTERNATIONAL DEVELOPMENT

Ms. SmiTH . Now am | on? All right, here we go.

Thank you, Mr. Chairman, and other members of the committee
for the opportunity to discuss President Obama’s Fiscal Year 2017
budget for the U.S. Agency for International Development. | will
say | am also delighted to be here next to my friend and colleague,
Dana Hyde of the MCC.

For more than 50 years, USAID has led our nation’s efforts to
advance dignity and prosperity around the world, both as an ex-
pression of our values and to help build peaceful, open, and flour-
ishing partners. This request will help advance that important leg-
acy, but our budget line items tell only part of the story. In recent
years, with vital support from Congress, we have acted to make our
work more efficient, effective, and impactful.

First, recognizing that foreign assistance is just one valuable tool
of many, we are making smarter investments with our assistance;
leveraging private capital and funding from other donors to scale
our impact; and supporting governments, small businesses, and en-
trepreneurs to mobilize domestic resources for development.

Second, recognizing that development is indeed a discipline, we
are improving the way we do, and measure, our work. Since adopt-
ing a new evaluation policy in 2011, the agency has averaged 200
external evaluations a year, and our data show that more than 90
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percent of these evaluations are being used to shape our policies,
modify existing projects, and inform future project design.

Third, recognizing that USAID can achieve more when we join
forces with others, we partner with U.S. Government agencies,
American institutions of higher learning, NGOs, and communities
of faith. When we can achieve greater efficiency or impact, we align
goals and strategies with governments and organizations all over
the world. Engagement with the private sector is now fully embed-
ded into the way we do business.

Finally, recognizing that development solutions are manifold, we
are pursuing integrated country strategies, hoping to build local re-
search capacity, and harnessing science, technology, and innovation
to accelerate impact faster, cheaper, and more sustainably.

These and other steps | believe are making us more accountable,
stretching our dollars further, and helping USAID to live up to its
important role as our lead development agency. For less than 1
percent of the Federal budget, the President’s request will keep us
on this path, enabling us to meet new challenges, seize emerging
opportunities, improve the way we do business, and deliver trans-
formational results on behalf of the American people.

Specifically, the request of $22.7 billion will help advance
progress in the four core pillars of our work: First, fostering and
sustaining development progress; second, preventing, mitigating,
and responding to global crises; third, mitigating threats to na-
tional security and global stability; and, fourth, leading in global
development, accountability, and transparency.

In countries around the world, USAID works to foster and sus-
tain development progress in a range of sectors. In global health,
we will continue to save lives and build sustainable health systems
in the countries where we work. We will also continue to achieve
transformational progress through the U.S. Government's major
development initiatives, including Feed the Future and Power Afri-
ca. We will continue to promote quality education and increase ac-
cess to safe water and sanitation.

Finally, as we know progress is not sustainable without open and
effective governance in a vibrant civil society, the request will en-
able us to expand our work in democracy, rights, and governance.
As a global leader in humanitarian response, the U.S. is there
whenever a disaster hits. Our assistance saves lives and protects
precious development gains, whether in Syria, in South Sudan, or
on any of the four continents affected by EI Nin "o this year.

The President’s request provides the agility and flexibility that
is so desperately needed to prevent, mitigate, and respond to these
global crises.

We also work in places of strategic importance to U.S. foreign
policy to mitigate emerging threats and other global security chal-
lenges. This request supports these critical efforts, from planting
the seeds of dignity and opportunity that offer a counter-narrative
to violent extremism, to fostering good will toward the United
States. We are addressing the root causes of insecurity and immi-
gration from Central America, strengthening our partners in East-
ern Europe and Central Asia, and investing in long-term progress
in Afghanistan.
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Finally, this request will enable USAID to continue to lead. It in-
cludes support for the Global Development Lab to help us spur and
integrate innovation across and beyond the agency, and for our Bu-
reau for Policy, Planning, and Learning to help us continue to drive
with evidence. It also supports our work to strengthen USAID as
an institution and support the men and women of this agency who
serve their country bravely in some of the most challenging of the
world’s environments.

It is a great privilege to serve the American people alongside the
men and women of USAID. | look forward to working closely with
Congress to continue making USAID more agile, accountable, and
impactful. Together we are building the agency we need and the
world deserves, and making investments in a better future that
will pay dividends for years to come.

Thank you for this opportunity and for your support. | welcome
your questions.

[The prepared statement of Ms. Smith follows:]



Testimony of Gayle E. Smith
Administrator
United States Agency for International Development (USAID)
House Committee on Foreign Affairs
Mareh 15, 2016

Chairman Royce, Ranking Member Engel, and distinguished members of the Committee: thank
you for inviting me here to discuss President Obama’s Fiscal Year 2017 budget request for the
United States Agency for International Development. I want to thank you for your continued
leadership and commitment to global development.

For more than fifty years, USAID has led our nation’s efforts to advance dignity and prosperity
around the world, both as an expression of core American values and to help build peaceful,
open, and flourishing partners for the United States. This request will help advance that
important legacy, but our budget line items only tell part of the story. In recent years, with vital
support from Congress, we have acted to make our work more efficient, effective, and impactful.

First, we recognize that though foreign assistance is a valuable tool, we cannot achieve sufficient
impact through assistance alone. That is why we are making smarter investments with our
assistance; leveraging private capital and funding from other donors to scale our impact; and
supporting governments, small businesses and entrepreneurs to mobilize domestic resources for
development. Through this approach, we are providing taxpayers with greater value for their
money. For example, with every dollar USAID invested into more than 360 public-private
partnerships active in 2015, partners committed about $3.50 in both cash and in-kind
contributions over the life of the partnership. In every region and every sector, we are using our
assistance to spur investment from other donors, private businesses, and country governments.

Second, we recognize that development is a discipline. We have improved the way we do —and
measure — our work. Since adopting a new evaluation policy in 2011, the Agency has averaged
200 external evaluations a year, and our data show that more than 90 percent of these evaluations
are being used to shape our policies, modify existing projects, and inform future project design.
We are also doing more to measure impact, and working to create the feedback loop to ensure
that what we learn is built into what we do. We must continue to institutionalize these practices
to ensure we can drive with evidence, make mid-course corrections, scale what works, and,
importantly, be fully transparent and accountable.

Third, we recognize that USAID can achieve more when we join forces with others. We have
partnered with agencies across the U.S. Government, with U.S. institutions of higher learning,
with non-governmental organizations and with communities of faith. Where we can achieve
greater efficiency or impact, we also align goals and strategies with governments and
organizations all over the world, including donor nations and developing countries. And,
engagement with the private sector — including small businesses —is now fully embedded into
the way we do business. In fact, in Fiscal Year 2014 USAID was one of only three federal



agencies to receive an A+ rating from the Small Business Administration. Additionally, we are
prioritizing local ownership, a key component of sustainable development. Since 2010, we have
doubled the percentage of our funding obligated through local governments, civil society
partners, and local businesses.

Finally, we recognize that development solutions are manifold. That is why we are pursuing
integrated country strategies and harnessing science, technology, and innovation to accelerate
impact faster, cheaper, and more sustainably. We are helping to build local research capacity and
sourcing new ideas from all over the world. Our Global Development Lab is designed to take
smart risks to test out new ideas and help scale successful solutions. We must continue to work
to integrate these capacities across the Agency and with our development partners.

These and other steps are making us more accountable, stretching our dollars further, and helping
USAID live up to its important role as the United States’ lead development agency. 1 am proud
to say that even as expectations grow ever higher, we continue to work hard to meet new
challenges, seize emerging opportunities, improve the way we do business, and deliver
transformational results on behalf of the American people.

For less than one percent of the federal budget, the President’s request keeps us on this path. The
request will provide the resources we need to deliver against our most urgent priorities and to
advance our mission of ending extreme poverty and promoting resilient, democratic societies
around the world while remaining consistent with the levels set in the 2015 Bipartisan Budget
Act. Overall, the FY 2017 budget request for the State Department and USAID is $50.1 billion,
$35.2 billion of which is Enduring, and $14.9 billion of which is Overseas Contingency
Operations (OCO) funding.

The President’s budget request of $22.7 billion for USAID-related accounts will help enable
progress in the four core pillars of our work: (1) fostering and sustaining development progress;
(2) preventing, mitigating, and responding to global crises; (3) mitigating threats to national
security and global stability; and (4) leading in global development, accountability, and
transparency.

FOSTER AND SUSTAIN DEVELOPMENT PROGRESS

In countries around the world, USAID fosters sustained and inclusive economic growth, lifts
millions of people out of extreme poverty, and promotes open and effective governance. This
work has helped propel major gains in a whole host of sectors, from global health to food
security, energy, education and water. The President’s budget request focuses our resources on
what works and uses our assistance to unlock additional funds from other donors, businesses, and
most importantly, from developing countries themselves.

In global health, for example, the $2.9 billion request will continue our work to save lives and
build sustainable health systems in the countries where we work. We are focused on three goals:



ending preventable child and maternal deaths, achieving an AIDS-free generation, and protecting
communities from infectious diseases. In all of these areas, we have achieved major progress. As
part of the President’s Emergency Plan for AIDS Relief (PEPFAR), USAID is helping support
life-saving treatment for 9.5 million people and in 2015 helped provide testing and counseling
for 68 million people. Additionally, our efforts have contributed to PEPFAR being well on track
to reach the bold HIV prevention and treatment targets set by President Obama last September.
Since 1990, we have helped save over 100 million lives, and the number of children dying
preventable deaths has been cut in half. In partnership with UNICEF and other governments, our
global leadership on ending preventable child and maternal deaths has spurred action from
countries around the world. In fact, the Prime Minister of the Democratic Republic of the Congo
recently agreed to increase domestic resources for health from 4.0 to 7.5 percent.

Additionally, our support of Gavi, the Vaccine Alliance has helped immunize two out of every
five children born worldwide, and the President’s Malaria Initiative (PMI) has helped countries
throughout sub-Saharan Africa scale malaria prevention and control interventions, resulting in a
major reduction in malaria illness and death. The request will continue these efforts, with $275
million to support Gavi. To answer President Obama’s State of the Union call to end the scourge
of malaria, the request also includes an increase of $200 million to tight malaria, made up of a
$71 million increase to the annual PMI level and a proposal to repurpose $129 million in
remaining Ebola emergency funds for malaria.

Through the U.S. Government’s Feed the Future initiative, we will continue to strengthen U.S.
leadership in ending hunger, malnutrition, and poverty. We are working in 19 focus countries in
Africa, Asia, Latin America, and the Caribbean and are targeting our funds where our
interventions have been most successful. The $978 million request for Feed the Future reflects
our evidence-based determination that increased funding for programs in, for example,
Bangladesh, Ethiopia, Nepal, Senegal, Tajikistan, and Zambia will enhance our impact in those
countries. At the same time, we have made plans to adjust programs in Haiti, Kenya,
Mozambique, Rwanda, and Tanzania so we can achieve the same level of impact at a lower cost.

Feed the Future is a powerful example of what we can achieve when the world comes together
around a shared global challenge, working with countries that want to take ownership of,
contribute to, and be accountable for improving their food security. Over the past five years,
Feed the Future and the New Alliance for Food Security and Nutrition have helped build a
coalition that has committed more than $30 billion — including funding from other donors and
the private sector. Our coalition includes agencies across the United States Government such as
the Department of Agriculture and the Millennium Challenge Corporation, over 70 top U.S.
universities, and hundreds of other partners. This coalition has helped achieve major
development gains, ranging from a 33 percent decrease in child stunting in Ghana to a 16 percent
decrease in poverty in targeted areas of Bangladesh. And now, there is potential for the Global
Food Security Act, which was passed by the Senate Foreign Relations Committee last week, to
ensure that this partnership can continue to build on these gains for years to come.
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Like Feed the Future, through Power Africa we have also mobilized a diverse global coalition of
bilateral, multilateral, and private sector partners to maximize our impact across Sub-Saharan
Africa. USAID and our partners across the government have successfully demonstrated that this
model works, and governments across the continent are eager to get involved. Power Africa’s
recently released Roadmap outlines a concrete plan for how we will achieve the ambitious goal
of adding 30,000 megawatts (MW) of electricity generation and 60 million connections by 2030,
thereby doubling access to electricity across the continent. Power Africa has already helped
transactions expected to generate 4,300 MWs reach financial close. Power Africa will continue
to build on our ongoing work to strengthen the investment climate across sub-Saharan Africa and
to increase the capacity of African governments and utilities to develop and manage their
domestic energy sectors. And just this year, we launched a new app to monitor transactions
across the continent in real-time. In addition to improving transparency, this tool will help drive
the competitiveness of African markets.

We have much work ahead of us to accomplish our goals, but with the recent enactment of the
Electrify Africa Act, I am confident that Power Africa will continue to transform sub-Saharan
Africa’s energy sector to ensure the lights are on in more homes, businesses, and schools across
the continent.

[ know there is a similar level of bipartisan support for our efforts in education. Over the past
four years we have pursued a strategy that emphasizes quality, with a focus on improving early-
grade reading, helping young people gain skills important for future employment, and increasing
equitable access to education in the many crisis and conflict-affected areas around the world.
This outcomes-based strategy is working, and our $788 million request — along with the
additional financing leveraged from partners — will allow us to continue to support education all
over the world.

Pursuing this strategy, we have reached more than 30 million children and young people have
benefited in more than 50 countries since 2011. Part of the reason for this success is that many
political leaders are putting real capital behind education. For example, in Jordan, USAID
developed an evidence-based reading and math program that improved student learning
outcomes. Now, the Ministry of Education is supporting nationwide adoption of these early
grade reading and math policies, standards, curricula, and assessments. Of course, with so much
of the world in crisis, ensuring equitable education in unstable environments continues to be a
challenge for the global community. USAID is on the front lines of this challenge, whether
helping countries like Lebanon and Jordan expand access to education for all despite an
overwhelming influx of refugees or acting quickly to set up non-formal education centers for
Nigerian families displaced by Boko Haram.

In the coming year, we will continue our ongoing efforts to increase access to safe water and
improved sanitation. This request of $256 million will specifically support water supply,
sanitation, and hygiene programming, or WASH. But USAID’s commitment to improve access
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to water extends well beyond that number; we support water programs in coordination with other
sectors, including global health, food security, and disaster assistance. This is also another sector
where we leverage a great deal of investment from others, including through partnerships with
major corporations like Coca-Cola to improve sustainable water access.

The budget request also continues our important work to foster sustainable development that
reflects the realities of a changing climate. The request of $352.2 million through the Global
Climate Change Initiative will further our work overseas to promote low-emissions development
and to help our partner nations lighten their carbon footprint, adapt to climate-driven risks, and
promote public health. And, we are enhancing our impact by pursuing cross-sector partnerships.
For example, on behalf of the U.S. Government, USAID created the Tropical Forest Alliance
2020, a partnership of more than 60 government, private sector, and civil society participants
working together to reduce commodity-driven tropical deforestation.

QOur work in all of these sectors and more will be essential for fostering sustained and inclusive
economic growth all over the world. But progress is not sustainable without open and effective
governance. That is why this request also includes $2.3 billion for USAID’s work to strengthen
democracy and governance around the world. This support is essential at a time when we are
seeing troubling trends like democratic backsliding and closing space for civil society,
independent voices, and aid workers. It also enables us to seize opportunities presented by
significant democratic breakthroughs, such as last year’s breakthrough elections in Burma and
Sri Lanka.

And, as I noted earlier, we are continuing to learn more about how to achieve impact with this
work. For example, an impact evaluation in Malawi found that an increasing number of well-
trained election monitors reduced instances of fraud by up to six percent. And that helped inform
our approach in Burma, where among other activities, we trained and deployed thousands of
domestic observers. The result was the most inclusive, credible, and transparent election in the
country’s recent history. We are also working to bolster rule of law and good governance. In
partnership with the Millennium Challenge Corporation and countries worldwide, USAID
adopted e-governance innovations that revamped procurement systems in Indonesia and
Paraguay, reducing corruption in public contracting.

The request also continues our important work to advance progress for women and girls across
the world. That includes $75 million toward the U.S. Government’s Let Girls Learn initiative,
including the Let Girls Learn Challenge Fund, which will enable USAID to empower adolescent
girls through increasing access to quality education and removing barriers to success.
Additionally, USAID will continue to pursue efforts to prevent child, early, and forced marriage;
support children in adversity, and prevent gender-based violence.

We are also supporting various regional development strategies, including a $75 million request
for Trade Investment Capacity Building to align, focus, and expand current bilateral and regional
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trade programs in sub-Saharan Africa and an additional $10 million request for the Young
African Leaders Initiative. Additionally, development is a vital underpinning of the Asia-Pacific
Rebalance, and this request includes $694 .4 million to strengthen democratic processes, promote
rule of law and respect for human rights, and enhance critical trade efforts and prevent pandemic
health threats in the region.

PREVENT, MITIGATE, AND RESPOND TO HUMANITARIAN CRISES

The United States is a world leader in humanitarian response. Whenever a disaster hits, we are
there to provide food, medicine, water, even the tools to rebuild. Over the last seven years,
USAID has deployed 23 Disaster Assistance Response Teams (DARTSs); on average, USAID has
responded to 60 emergencies each year. We currently have four DARTSs deployed
simultaneously —in Iraq, South Sudan, Syria, and Ethiopia. The United States is the single
largest donor of humanitarian aid to the Syrian people, and is feeding more than one million
people in South Sudan each month. We are responding to El Nifio on four continents, including
in Ethiopia where our efforts are building on the Government’s strong response and longstanding
work to build safety nets for its people. Qur assistance is saving lives and protecting precious
development gains.

The request of $3.3 billion in USAID-administered humanitarian assistance accounts provides
the agility and flexibility that is critical in preventing, mitigating, and responding to global crises.
The request includes additional flexibility in our Title I food assistance program to make it more
effective, so we can assist approximately 2 million more people in crises with the requested
resources. An additional $107.6 million is requested to prevent conflict and stabilize emerging
democratic processes in critical transition environments, and for quick response to urgent,
unanticipated civilian contingencies. This will enable USAID to take advantage of opportunities
to catalyze positive change in countries all over the world, as we have done in Burma, Kenya,
and Colombia.

We do this work in increasingly challenging environments, as we face crises that are chronic,
complex, and severe. These crises strain our resources and take a toll on our people. That is why,
even as we continue to respond to the most urgent crises, we must invest now to manage a future
of rapid and often tumultuous change. That includes scaling up some of the most effective but
least visible work USAID is doing across the agency to foster resilience — or the capacity of
people, communities, and countries to withstand external shocks. And it includes using tools like
our Famine Early Warning System and fragility analyses to help anticipate crises to the best of
our ability.

It also includes staying the course for years to come on the Global Health Security Agenda —
ensuring that investments made with funding from the emergency Ebola request in December
2014 continue to prevent the spread of Ebola and other infectious diseases. Ebola, and now Zika,
have exposed the degree to which the world is unprepared to respond to infectious disease
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threats. These outbreaks serve as an important reminder that all countries need to have the
capacity to prevent, detect, and respond to disease threats. Full implementation of the Global
Health Security Agenda will protect Americans by extinguishing outbreaks at the source before
they threaten our national and global security.

MITIGATE THREATS TO NATIONAL SECURITY AND GLOBAL STABILITY

As the latest National Security Strategy affirms, development plays a “central role in the forward
defense and promotion of American interests.” That is why USAID works in places of strategic
importance to U.S. foreign policy to mitigate emerging threats and other global security
challenges. These are countries where achieving development gains is especially difficult, and
development is an especially slow process. But our efforts there are nonetheless critical, from
planting the seeds of dignity and opportunity that offer a counter-narrative to violent extremism
to fostering good will toward the United States.

For example, the $470.3 million request for USAID-implemented activities to improve
prosperity, economic growth, and governance throughout Central America will help address the
root causes of migration from the Northern Triangle countries of El Salvador, Guatemala, and
Honduras. A dramatic rise in crime and violence has slowed economic growth in these countries,
and USAID has made important progress through crime prevention activities. In fact, an initial
analysis indicates a 66 percent drop in homicides in the Salvadorian communities where USAID
targets its programming. Guatemala has taken critical steps to decrease impunity, and El
Salvador has adopted the most comprehensive national security plan in the Northern Triangle —
based on USAID’s community crime prevention model.

We acknowledge that in many of these challenging environments, security constraints and
limited staff can make it difficult to monitor projects and measure progress. USAID is committed
to responsible stewardship of taxpayer funds in any circumstance. That is why, in Afghanistan,
USAID developed a multi-tiered monitoring approach that allows project managers to gather and
analyze data from multiple sources, triangulate information to ensure confidence in the reporting,
and use the results to make programmatic decisions. To implement this approach and ensure
proper oversight, we are scaling up third-party monitoring.

Additionally, the request includes $698.1 million in Economic Support Fund and Global Health
Programs funding to help strengthen market economies and trade opportunities, independent
media and democratic institutions, energy independence, and enduring commitments such as
health and education in Europe, Eurasia and Central Asia. These efforts are part of the U.S.
Government’s broader effort to help Ukraine, Georgia, Moldova and Russia’s neighbors stand
strong against increased pressure from Russia.

LEADING IN GLOBAL DEVELOPMENT, ACCOUNTABILITY, AND
TRANSPARENCY
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This request positions the United States for continued leadership in global development,
accountability, and transparency. That includes $195.5 million for the Global Development Lab
(Lab), and our Bureau for Policy, Planning, and Learning (PPL). The Lab will help spur and
integrate innovation across and beyond the Agency, while PPL will help us continue to lead with
evidence-based approaches to development.

The request will also help support and strengthen USAID as an institution. The requested $1.7
billion for USAID Administrative Expense accounts will sustain ongoing operations and build on
recent reforms, including continued improvements in procurement, local capacity building,
innovation, and accountability.

Finally, we cannot lead without the men and women of USAID. Not only do they bring an
incredible amount of experience and expertise to critical policy decisions, they are willing to risk
their lives in service to their country. In light of that, 1 ask that you please support the restoration
of full Overseas Comparability Pay for USAID personnel who are deployed abroad. In addition
to helping the Agency retain highly-skilled individuals in a competitive international jobs
market, it will ensure fair treatment for those serving in relatively high-risk locations.

Again, I appreciate the opportunity to discuss the President’s Fiscal Year 2017 budget request. It
is a great privilege to serve the American people alongside the men and women of AID, and I
look forward to working closely with Congress to continue to make USAID a more agile,
accountable, and impactful Agency. Thank you again, and I welcome your questions.
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Chairman R oycke. Thank you.
Ms. Hyde.

STATEMENT OF THE HONORABLE DANA J. HYDE, CHIEF EXEC-
UTIVE OFFICER, MILLENNIUM CHALLENGE CORPORATION

Ms. Hype. Thank you, Chairman Royce, Congressman Sherman,
and members of the committee.

| am delighted to be here today with my friend——

Chairman R ovce. | am going to ask you to, again, try that red
button there.

Ms. HYDE. It is on.

Chairman R oycke. And then speak into the mic.

Ms. HYDE. Is this, is this helpful?

Chairman R oyce. Yes. Thanks.

Ms. Hype. | am delighted to be here today with my friend and
fellow——

Chairman R oyvce. Just pull that microphone over about four
inches. There we go.

Ms. H YDE. How are we doing now?

Chairman R ovce. Perfect.

Ms. H YDE. We are getting there? There you go.

Over the past 11 years, MCC’s model has proven to be one of the
most effective ways to transform lives and create opportunities in
poor countries around the globe. As MCC turns the corner on its
next decade, the agency is well poised to expand its reach and im-
pact.

In Fiscal Year 2017, MCC is requesting $1 billion to partner with
impoverished countries in Africa and Asia. This funding will di-
rectly support compacts with Nepal, Lesotho, and the Philippines,
as well as threshold programs in Sri Lanka and Togo. It will also
enable MCC to move forward with critical investments in Cote
d’lvoire, Kosovo, and Senegal.

In each of these countries, MCC'’s data-driven approach will pro-
mote sustainable economic growth and reduce poverty in three key
ways:

First, MCC achieves some of its most dramatic results without
spending $1 of taxpayer resources. MCC's scorecard and global
brand have created a powerful incentive for countries to undertake
reforms to achieve eligibility, a phenomenon that has been labeled
“the MCC effect.” Countries like Cote d’lvoire have taken forceful
steps to change their laws and tackle corruption in order to qualify
for MCC assistance;

Second, MCC'’s projects themselves are designed to tap economic
potential and spur growth. Nepal, for example, is one of the poorest
countries in Asia, and still recovering from last year's devastating
earthquake. But Nepal is also endowed with valuable human and
natural resources. The flow of water from the Himalayas has the
potential to power homes across the country and supply an energy
surplus that Nepal can sell to neighbors like India. The Govern-
ment of Nepal, with MCC'’s support, is taking steps to turn this po-
tential into reality. By harnessing its natural waters—through cap-
ital-intensive infrastructure projects—MCC can help Nepal on the
path to long-term growth.
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Finally, MCC’s programs leave behind more than the sum of
their individual projects. MCC’'s commitment to a country-led,
country-owned model of development prioritizes accountability,
transparency, and systemic change. Consider MCC'’s lasting impact
in the Philippines. After an MCC-designed and funded road sur-
vived a direct hit from Typhoon Haiyan in 2013, the government
adopted MCC's resiliency standards and is now applying them to
highways across the nation.

With this committee’s support, MCC is on a strong footing. Last
month, we released a 5-year strategy, NEXT. NEXT charts a course
for expanding impact by doubling down on the core strengths of the
MCC model. Allow me to share two important priorities.

First, the strategy commits to deepening MCC's leverage of the
private sector. Increasingly, MCC is using its grant assistance to
incentivize and support difficult sector reforms that help create an
enabling environment for private investment. At the same time,
MCC is expanding its use of public-private partnerships. Just over
$1 billion in three recent compact investments is expected to lever-
age nearly $5 billion in private investment.

Second, it is increasingly apparent that the path to economic
growth in many of our partner countries lies in regional integra-
tion. After more than 10 years of successfully delivering large, com-
plex infrastructure projects, MCC is well positioned to support the
hard and soft infrastructure that will link markets and customers
across borders.

The President’s request asks Congress to provide MCC with the
authority to make regional investments. You, Mr. Chairman, as
well as Mr. Engel, Ms. Bass, and others, have been champions of
this authority, and | am grateful to the committee for approving
language that would support MCC's regional work.

In sum, Mr. Chairman, | am proud and humbled to lead an agen-
cy built on the pillars of evidence-based development. In this con-
strained budget environment, you can be assured that MCC’s data-
driven investments yield results.

MCC continues to promote American values and catalyze growth
around the world. And since day one, MCC has held itself account-
able to Congress and to the American people.

Thank you very much for your time and attention, and | will be
happy to answer your questions.

[The prepared statement of Ms. Hyde follows:]
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Thank you, Chairman Royce, Ranking Member Engel and members of the Committee. I
am delighted to be here today with my good friend and fellow MCC Board Member, Gayle
Smith, and I look forward to discussing MCC’s fiscal year (FY) 2017 budget request.

It has been over a decade since MCC was founded as a bold experiment, and in that time
the model has proven to be one of the most effective ways to transform lives and create
opportunity around the world. MCC’s support for the best-governed poor countries has
been a critical tool for promoting U.S. democratic values. And it has laid the groundwork
for sustained and widely-shared economic growth that lifts people out of poverty.

As MCC enters its second decade, we are ready to build on this legacy. In FY 2017, we are
requesting $1.0 billion to partner with impoverished countries and promote economic
growth around the world. With your support, MCC will be able to deepen its impact
fighting poverty, leverage additional financing for development, and drive innovation
across the U.S. government and the international development community.

In today’s complex global climate, smart and effective development aid is essential to
ensuring long-lasting peace and shared prosperity. Economic growth, widely shared, can
replace despair with hope and give people the opportunity to achieve their full potential.
And it can help build markets abroad that will create jobs and expand businesses across the
United States.

The world has made significant progress fighting poverty, in large part thanks to the
commitment of the U.S. government. Over the last two and a half decades, extreme poverty
around the world has decreased by nearly two thirds.

Still, too many communities and nations are stuck in poverty and absent from the global
economy. The lack of infrastructure like roads, bridges, power, and ports remains a major
hurdle to economic growth. And governments still fail to provide basic services necessary
for a productive workforce or create the environment to attract private investment. Too
often, the private sector is unwilling to invest because of poor governance and rampant
corruption.

To address these root causes of poverty, MCC has invested roughly $11 billion into
compacts with 26 counties, focusing heavily on infrastructure—power, roads, ports, and
bridges—that connects people to jobs, markets and opportunities.

The funds requested in MCC’s FY 2017 budget will continue to help close the
infrastructure gap and promote the reforms that will attract private investment and unleash
sustainable economic growth.

MCC drives growth in three interrelated ways. First, MCC achieves some of its most
dramatic results without spending a dollar of taxpayer resources. MCC's stringent
eligibility criteria and its global credibility have created a powerful incentive for reform,

Millennium Challenge Corporation
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dubbed “the MCC Effect.” Countries are changing their laws in order to improve their
performance on MCC's annual scorecards and qualify for MCC assistance.

Moreover, the incentive effect does not end once a country is selected as a partner. MCC
continues to monitor governance performance throughout the partnership while using its
hard-earned credibility to push for major policy and sectoral reforms that complement and
sustain the project investments. Together, these reforms and investments help to crowd in
private sector investment and create opportunities for more growth.

Second, MCC's projects—in and of themselves—are designed to reduce poverty through
economic growth. In little over a decade, MCC investments already have had a lasting
impact on countries, communities, and individuals around the world.

These investments—informed by rigorous analysis identifying the most binding
constraints to economic growth—are connecting some of the world’s poorest people to
jobs, markets, and business opportunities. MCC funds projects that advance economic
growth by providing families with clean water, communities with electricity and roads,
farmers with protections for their land, and students with schools that teach the skills they
need in the workforce. These projects improve quality of life and empower people to
become more self-sufficient, so that they can improve their own lives.

MCC's recent compacts have largely focused on the power sector in particular. Economic
analysis has shown that electricity is key to empowering the poor and fueling the engine of
economic growth, but today more than 1 billion people lack access. MCC’s partner
countries have consistently identified power investments asthe building blocks for
sustainable economic development, and the lack of access has been identified as a binding
constraint to economic growth in six of the last seven African countries that have signed
compacts with MCC. This data-driven approach has led MCC to invest $1.3 billion in
power across Africa, making it a leading partner for Power Africa in fulfilling the goals of
the recently passed Electrify Africa legislation.

As aresult of MCC's work in power and other sectors:

= Millions more will be able to light their homes and start new businesses thanks to
nearly 4,400 kilometers of new power lines and the reforms that MCC has required to
promote private investment in the energy sector;

= Millions of people will travel more than 2,850 kilometers of roads—the distance
between LA and Chicago—which connect businesses to markets and fuel domestic
and international trade;

= 300,000 household, businesses, and community organizations such as churches and
hospitals have legal rights to their land, empowering women as heads of houscholds,
increasing individual access to credit, and reducing land-related conflicts;
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= 700,000 people have access to clean water, unlocking economic growth potential by,
among other things, improving health and life expectancy; and

= 215,000 students have access to schools and training, leading to greater opportunities
to enter and be successful in the labor market.

Finally, MCC's compacts and threshold programs leave behind more than the sum of their
individual projects. MCC's focus is not only on building infrastructure, but also on building
expertise and know-how that endure long after MCC’s investment comes to a close.
Through MCC's unique country-led approach, countries learn effective project
implementation, accountable fiscal stewardship, and transparent procurement processes
that outlast the lifetime of a program. As a relatively small agency, MCC's unique ability
to incentivize reforms, develop vital new infrastructure, and build self-sufficiency thus
enable the agency to punch far above its weight and deliver outsized impact.

Without sufficient funding, MCC will have less leverage to promote reforms or make the
large investments needed to empower individuals and drive change. Fully funding the
President’s $1 billion request for MCC will provide it with the resources it needs to embed
the United States more deeply in the fight against poverty in the economically dynamic
and geopolitically important regions of Asia and Aftica.

Specifically, FY 2017 funding will directly support compacts with Lesotho, Nepal, and the
Philippines and threshold programs with Sri Lanka and Togo. MCC’s investments in each
of these countries will bolster the gains in democratic governance and economic freedom
that each has made and will leverage untapped private resources.

The request does not include funding for other countries selected as compact eligible in
December 2015, namely Cote d’Ivoire, Kosovo, and Senegal, which will need to rely on
funds appropriated in FY 2018. However, failing to fully fund the FY 2017 request will
put additional pressure on the funding available for these countries.

Consider how FY 2017 funding will impact three country programs in particular.

Nepal is one of the poorest countries in Asia. It continues to face extensive development
needs, especially in the aftermath of the devastating earthquakes in 2015, which killed more
than 8,000 people and left hundreds of thousands homeless. Given the country’s weak
foreign direct investment flows, chronic underinvestment in critical growth sectors such as
energy and transport, and nascent public infrastructure, MCC’s investments in Nepal will
come at a critical time. The energy and transport sectors, which were identified as binding
constraints to economic growth, have compact needs upwards of $800 million given the
extensive requirements identified by the Government of Nepal. Through the compact
development process, MCC has identified select high-return projects, achievable within
the five-year term of a compact, which address the accumulated need for seismic-resilient
investments in capital-intensive sectors. To support these projects, MCC is requesting
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about $300 million for a Nepal compact. As always, MCC will take other donor assistance
into account when making final compact investment decisions, and will coordinate with
other donors where appropriate. But without full funding of the budget request, MCC may
be unable to support the most vital capital-intensive infrastructure needs that would
promote sustainable growth in Nepal.

With a population of 99 million, the Philippines is a strategic partner in an economically
and geopolitically important region. Despite its economic progress, the Philippines remains
an economy with persistent poverty across many of its more than 2,000 populated islands.
The Government of the Philippines and MCC are conducting joint economic analysis to
identify areas of investment with sufficient economic rates of return. The analysis
identified land rights, governance, transportation, and energy as leading constraints to
growth. Given the extensive infrastructure gaps in the Philippines and pressing poverty
needs across a large archipelago, MCC’s estimate of $430 million in this budget request is
modest and may be reassessed as MCC proceeds through the project selection process with
the Government of the Philippines.

MCC is also beginning a new partnership with Céte d’lvoire, a country that has made an
impressive transition from crisis to relative stability in recent years. Cote d’Ivoire also
serves as a prime example of MCC’s ability to incentivize reforms. Several years ago, they
set out to pass the MCC scorecard. At the time, they were failing 15 of the 20 indicators,
including control of corruption. They established a special team within the Prime
Minister’s office that changed laws—including providing more rights for women—and
tightened controls on corruption. If you were in Abidjan in 2013, you would have seen
billboards across the city with warnings to officials and citizens about the consequences of
corrupt practices. These efforts paid off. In 2016, Céte d’lvoire passes 13 of 20 indicators
and was selected to develop a compact.

Despite robust economic growth, Cdte d’lvoire continues to face high rates of poverty,
with more than a quarter of its population remaining in extreme poverty. Falling
commodity prices put the agricultural-based economy at risk. MCC is committed to
helping the country fight poverty and increase trade with its neighbors. With full funding
to support our FY 2017 countries, MCC will be in a stronger position to maximize its
impact in Cote d’lvoire.

This Committee’s support ensures MCC maintains its strong footing. What was a serappy
start-up is now an established and respected tool of U.S. international development. But as
an institution committed to innovative development solutions, we believe that MCC must
continue to evolve to strengthen and deepen its impact. Last month, MCC released a
strategy that underscores key strengths and priorities that will guide its fight against poverty
in the years ahead. The strategy seeks to achieve greater leverage and results, partner
consistently and catalytically with the private sector and other development actors, and
continue to drive innovations in development effectiveness across the development
community.
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To broaden and deepen its impact, MCC will double down on strategies that work and
pursue innovations to promote widely shared, inclusive growth. This focus includes
improving efforts to achieve systemic and sustainable change and ensuring that the
agency’s work is reaching those who need it most.

One essential way to expand MCC’s impact is through regional investments. Economies
do not work in isolation and poor countries can grow faster, create more jobs, and attract
more investment when they are part of a dynamic regional market. Enhanced regional
integration can connect countries to export opportunities and provide the ability to import
factors needed for their own economic activity, such as power or water. The World Bank
estimates that regionally integrated infrastructure could double sub-Saharan Africa’s share
of global trade.

After more than 10 years of successfully delivering large, complex infrastructure projects,
coupled with supporting difficult policy reforms, MCC is well-positioned to support the
hard and soft infrastructure that will accelerate regional integration. By making coordinated
investments across multiple countries to expand existing infrastructure, MCC could help
partners work together to build and grow regional markets, facilitate trade, and capture
more impact through economies of scale. In West Africa, for example, MCC could finance
the development of electricity or transport infrastructure to facilitate regional trade.
Additionally, allowing for regional MCC investments would be a significant tool for the
U.S. to increase trade capacity and improve the uptake of the African Growth and
Opportunity Act (AGOA) preferences for eligible countries.

The President’s request asks Congress to provide MCC with the authority to make
regionally-focused investments. You, Mr. Chairman, as well as Mr. Engel, Ms. Bass and
others, have been champions of this authority, and | am grateful to this Committee for
approving language that would authorize MCC’s regional work in bipartisan legislation,
H.R. 2845, the AGOA Enhancement Act of 2015.

As part of MCC’s vision for the future, the agency is also focusing on leveraging both
public and private partners for development. In today's development landscape, traditional
aid dynamics are changing, and the private sector plays an increasingly vital vole in
delivering public goods. MCC will focus on policy reforms and solutions that reduce risks
and create opportunities for businesses, and will identify and deploy new ways to draw the
private sector into its projects to scale up its investments. Already, in three recent
compacts—Benin, Ghana, and Jordan—MCC’s total investment of $1.1 billion is helping
to mobilize nearly $5 billion in private investment.

Finally, looking forward, MCC can and will drive innovation across the U.S. government
and the development community. MCC has a world-class staff, and it can continue to lead
by example and drive best practices in the global effort to lift people out of poverty. MCC’s
Millennium Challenge Corporation
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commitment to evaluating its projects and sharing lessons learned, as well as its unique
ability to scale up innovative approaches, will support MCC’s role as a knowledge leader.

I am proud to lead an agency built on the pillars of effective development. In this
constrained budget environment, you can be assured that MCC’s catalytic investments
yield results in their own right while supporting the policies and good governance that will
allow developing countries to reduce poverty by growing their own economies.

The challenge is great. Most of MCC’s current partners have more than a third of their
population living on less than $3.10 a day. These are among the poorest countries in the
world, and MCC works with them because they pass a high bar for their commitment to
sound economic and social policies that will reduce poverty among their own citizens.
MCC incentivizes this commitment through our competitive standards. We accelerate this
commitment through high-value investments in economic growth. And we seek to embed
in our partner countries a culture of accountability, transparency, and responsible
stewardship that helps sustain and scale progress.

MCC is also driving the effort to turn the turn the frontier markets of today into the
emerging market partners of tomorrow. Eleven of America’s 15 top trading partners once
received development or security assistance. Today, MCC is the single most important
bilateral channel for U.S. aid in support of economic growth—the strongest driver of
sustained poverty reduction. MCC 1is creating new opportunities for the private sector,
including U.S. businesses, to invest and grow.

Through their support for MCC, the American people are helping to create the building
blocks of growing economies and stronger societies around the world. This means better
governance, less poverty and more economic opportunity—vital elements of peace and
stability in their countries and in ours.

Thank you very much for your time and attention.
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Chairman R ovcke. Thank you, Ms. Hyde.

| would just start by mentioning Mr. Chabot's Girls Count Act,
which we passed through this committee. And now the administra-
tion is working with the Lets Girls Learn initiative.

As Mr. Chabot has pointed out in this committee, keeping girls
in school reduces the likelihood that they are going to be made
child brides or that they are going to end up trafficked or that they
are going to be trapped in poverty. And so we have the Peace Corps
and USAID heavily involved now in Lets Girls Learn. Which of the
two is leading that effort, if | could ask?

Ms. SmiTH . We are working on that effort in conjunction with
other agencies, Let's Girls Learn.

Chairman R ovcke. Very good.

That would be, that would be something to look at in terms of
how we can, how we can expand the effectiveness.

Food aid reform, | wanted to talk about the flexibility. | raised
that in my opening statement. Under what conditions would flexi-
ble food aid tools, like local and regional purchase, vouchers or
transfers, be more appropriate than in-kind assistance? Maybe you
could give us an example for the committee. It is something that
I know the administration is looking to advance. This critical need
is something | have worked on here for some years. And if you
would like to amplify on the need for that, Administrator?

Ms. SmiTH . And if you would like me to also take the Let Girls
Learn question. Thank you for your support and recognition of the
impact of keeping girls in school.

I would note that one of the elements of the request is for some-
thing called the Let Girls Learn Challenge Fund, which is aimed
at spurring innovations to not only enroll but keep girls in school,
because this is one of the other challenges we face.

On the matter of food aid, we have always benefitted and hope
to continue to benefit from a mix of commodities and cash. Our re-
quest for 25 percent flexibility in Food for Peace is rooted in the
need to have flexibility, given the diverse range of crises that we
face. In some cases commodities are the best answer. In many
cases, for reasons that you pointed to in your introductory com-
ment, a matter of speed, cost, or the type of commodity means that
it is far more effective for us to purchase locally.

We have found that this saves time, as you pointed out, but it
also, we believe, has the impact of saving as many as 600,000 addi-
tional lives.

Chairman R ovcke. Very good.

With the recent elections, of course, in Burma, Burma continues
to make strives. But despite this progress, treatment of the
Rohingya Muslims in the Rakhine State is abhorrent. Even though
we are going to see a new government here take power in Burma,
| think the animosity toward the Rohingya runs deep there. And
the administration has highlighted bolstering the democratic gains
in Burma.

How are we working to change attitudes there toward the
Rohingya and affecting the persecution of the Rohingya in Burma?

Ms. SmiTH . Thank you, Mr. Chairman, for the question. It is our
belief that as we try to continue promoting democracy in Burma,
the plight of the Rohingya people is one of the elements that needs
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to be on the table. We are, as you know, providing humanitarian
assistance. We are about to launch a new program that is designed
to improve the livelihoods of the Rohingya people, both for their
benefit but also so that they might be more effectively integrated
into Burmese society going forward. It is an issue we watch very
closely and we will continue to work.

Chairman R oycke. Thank you.

| also wanted to just return to the issue of MCC compacts, espe-
cially years of results, or in regard to what we saw in Tanzania in
terms of the attempts to fix the election in Zanzibar. Now that is
going to be re-voted on March 20th. But | think there is every rea-
son that we have to use our considerable leverage. Where there is
clear violation of the law and corruption of that kind of magnitude,
you have to put your foot down and say “enough.”

Also, | will just mention besides the situation in Tanzania on the
attempt to fix that election on the island of Zanzibar, we have also
got the situation in Peru last week where the Peruvian Electoral
Court has barred Julio Guzman from next month’s elections over
what they say is a procedural error in his party’s internal nomi-
nating process. Now, this is not an issue within his party, it is the
opposition, frankly. It is Fujumoro, the rival candidate—Fujimori.
And with just weeks until the first round of votes, Mr. Guzman has
been polling second to the rival candidate. And now, not by the will
of the people but by a 3 to 2 vote on this procedural issue, that is
going to determine | guess who is going to lead Peru.

| think that decision risks undermining the legitimacy of whom-
ever should eventually prevail. And we should be using our consid-
erable influence in situations like this where we see these attempts
to steal elections. We should be engaged in that.

| see, also, we are looking at another compact with the Phil-
ippines. As you know, we raised this issue of land grabbing in
Cambodia where the corruption is driven from the top, from the
central government, and from the Philippines where you have local
governments involved in the process of land grabbing. And I think
as we work to identify land grabbing and poor land tenure policies
that are constraints to economic growth, we have to use our consid-
erable leverage as a counterweight here to end those practices.

| have run out of time. So | am going to go to Mr. Engel for his
opening statement and any questions he may want to raise.

Mr. Engel.

Mr. E NGEL. Thank you very much, Mr. Chairman. Let me first
say, Ms. Hyde, your leadership of the MCC has been exemplary. |
want to just say that for the record.

And let me say, as you well know, how pleased | am that Kosovo
is now on track for an MCC compact. That is something we have
worked for for a long time. And it is just nice to see government
responding in a way that | believe it should. So thank you very,
very much.

Let me ask, Administrator Smith, | understand that you have
worked at USAID during the Clinton administration. And many
things obviously have changed since that time. We face staggering
needs due to conflict and instability, and our foreign assistance
budget remains constrained, which | think is an absolute mistake.
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How is USAID different now than it was when you were up there
in the Clinton administration? Power Africa and Feed the Future,
two of the signature development initiatives USAID has led in the
past 3 years, how do these initiatives represent a new and different
approach to development?

Ms. SmiTH . Well, thank you, Congressman, for the question. |
think USAID has changed and grown a great deal. | would point
to a couple of things.

It has really become a knowledge institution that adapts and
iterates. If | look at programs around the world and the progress
that has been made, what | continue to see is an agency that, aided
by evidence and analysis, is constantly improving what it does.

A second thing | would point to is its ability to leverage private
capital. There is broad agreement in the development community
that it takes assistance, private capital, and domestic resources.
The agency does a terrific job of bringing all of these to bear.

| think that is true in both Feed the Future and Power Africa,
both of which have the benefit of impacting the lives of real people
who need electricity, and real farmers who need improvements in
their lives, but which are also, in the case of Feed the Future, for
example, linking small-holder farmers to markets, improving in-
comes, while at the same reducing the impact of stunting.

In Power Africa, where we work very closely with the MCC and
other government agencies, we are able to do two things: Again, ex-
pand access to electricity on the African continent, but also prime
the pump of private investment so there is greater confidence and
greater ability to draw private capital to viable energy projects. So
I think this ability to invest, on the basis of evidence, in sustained
outcomes that are really transformational, has been the tremen-
dous progress that USAID has achieved over the last many years.

Mr. E NGEL . Well, thank you.

Let me ask you another question about the Zika virus. A number
of my colleagues have suggested that rather than appropriate new
funding for the Zika virus outbreaks that we ought to first expend
unobligated Ebola response funds. Can you tell me if that is viable?
How do you feel about using these unobligated Ebola funds to ad-
dress the Zika virus? And what ramifications might we face if we
were to shift this unobligated Ebola funding toward our Zika re-
sponse?

Ms. SmiTH . Thank you. As Congressman Meeks has pointed out,
and as | think we all know, we are going to see the spread of these
kinds of diseases more and more frequently, as we have with Ebola
and now Zika. We have identified some resources and are moving
out with $2.5 million on Zika on public information campaigns.

I will tell you honestly as somebody—as we now face the 2-year
anniversary of the start of the Ebola epidemic—who worked it
every single day for over 14 months, | have some great apprehen-
sion in spending down unobligated Ebola resources for Zika. And
| will tell you why.

These resources, in the first instance, are planned for a number
of activities that are ongoing; so they are being spent down. Those
include ensuring that we are prepared for any case of Ebola that
we see and the threat of a possible outbreak. We were extremely
lucky that the individual case in Nigeria that we saw at the height
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of the epidemic did not spread further. But | want to emphasize
that we were lucky. | am very hesitant to suggest that we should
take the risk of an unmanageable outbreak and be unable to re-
spond.

Second, in the three countries that were affected by the epidemic,
there is an urgent need to build back their health systems but,
also, incorporate and sustain their ability to do things like lab test-
ing, run burial teams, keep trained healthcare workers who can re-
spond again when and if we see additional cases.

Finally, resources are going to what is called the Global Health
Security Agenda, which is the long-term solution to this and Zika,
which has to do with building the capacity of our partners to pre-
vent, detect, and respond to outbreaks like Ebola and Zika.

Mr. E NGEL . Thank you. Let me just quickly ask, Ms. Hyde, your
testimony mentioned the changing landscape of poverty and your
strategy for the next 5 years. The World Bank’s report on gross na-
tional income provides estimates on global poverty. And the report
is a good starting place but it doesn't always accurately capture
where poverty is found around the world.

So let me ask you, as MCC looks ahead, what are some of the
ways that you will try to better measure poverty to improve the im-
pact of the MCC model and its programs?

Ms. HyDe. Thank you, Congressman. And thank you for your
comments on Kosovo. We just had a high level delegation return
and are delighted with the engagement thus far on our compact.

Mr. E NGEL . As am |. Thank you.

Ms. HYDE. Yes. MCC’s 5-year strategy focuses on a number of
areas. Two | highlighted in my oral statement. First, the deep focus
on leverage and private sector engagement.

Second, MCC is working in the reform space. That is, how do we
incentivize and support governments to undertake really chal-
lenging reforms in sectors that can enable private investment and
other donor investment?

With respect to poverty, MCC only works in poor countries. | be-
lieve MCC should only work in poor countries. But what we know
is that over the last decade there have been a number of shifts in
poverty. Right now, that candidate pool is assessed based on per
capita income. And the challenge with average incomes, GNI,
which is the World Bank measure, is that in cases where there is
extreme inequality, or in countries where there is concentrated nat-
ural mineral wealth, it really doesn’'t address what the percentage
of poverty is and where it exists in those countries.

MCC is a data-based organization. We are undertaking a thor-
ough examination of other sources of poverty data and how we
might better capture that. And we look forward to working with
the committee in coming forward this summer with some ideas and
proposals with respect to that.

Mr. E NGEL. Thank you. And, again, thanks to both of you for ex-
traordinary work. We really appreciate it. Thank you.

Chairman R ovce. Thank you, Mr. Engel.

Mr. Dana Rohrabacher from California.

Mr. R OHRABACHER . Thank you very much. And | also thank you
for your service. You work really hard and you try to keep us in-
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formed. You have had some meetings with me as well, and | appre-
ciate that.

Just some notes of concern, and that is when you talk about land
grabbing, the chairman mentioned land grabbing in the Philippines
and elsewhere, it is not just land grabbing but there are also
claims, as we have talked about, American citizens, their projects,
their property, their industries have been confiscated by various
governments throughout the world. The one, of course, | have a
constituent directly involved in Ethiopia that has taken possession
of a very important industry in that country and will not give the
property back. And | would hope, as we have talked, that in coun-
tries that are themselves, their government are taking property or
if they are acquiescing to land grabbing that we should not be
using the Millennium Challenge account to subsidize those govern-
ments.

| would just say that we do have a little problem in our own
country. It is called eminent domain. And just ask Mr. Trump; he
knows all about that and utilizing it for his benefits. And we have
to make sure that we are following our own principles as well when
| suggest that.

One last note and | am going to then yield to my friend Mr.
Smith from New Jersey, and that is | really believe that we should
be focusing on humane and humanitarian crises rather than devel-
opment. | don't think development is something that the American
people are responsible for developing other countries. We are re-
sponsible as human beings, when other human beings are in dan-
ger and natural catastrophes, or even situations where war has
come in and a lot of people are, lives are at risk, yes, we must help
people out. But developing their country, helping them develop
their country, | don’t necessarily think we can afford that anymore.

And with that said, | yield the rest of my time to Mr. Smith.

Mr. SmiTH oF NEw JeERsEY. Thanks for yielding. Thank you.

Administrator Smith, thank you for your work, especially with
the Enough campaign which | think is extraordinary, particularly
the work in Sudan. Let me just ask you a couple of very quick
questions.

The End Neglected Tropical Disease Act, my hope is that the ad-
ministration can support this bipartisan legislation. We have had
seven hearings in my subcommittee on these devastating diseases,
of which Zika virus is one, Ebola another. Can you support the leg-
islation?

Secondly, yesterday the House passed two resolutions, one call-
ing the horrific murdering of Christians a genocide in Syria, and
a second bipartisan resolution calling for the establishment of an
independent ad hoc Syrian war crimes tribunal. My hope is that
everyone who cares about the humanitarian impact that war has,
particularly when it is a genocide, could weigh in on the adminis-
tration, other parts of it, to make a determination. The President
has until Thursday. Our hope is that he will do both. They go tan-
dem.

Article 6 of the Genocide Convention, as we all know, makes
very, very clear that the prosecution of individuals who have com-
mitted genocide is a treaty obligation under the Genocide Conven-
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tion. And an international tribunal is a venue that is well adept
to that.

And, finally, Ms. Hyde, why is there no role for faith-based orga-
nizations in the selection criteria? | know Yale, Columbia,
UNESCO, World Bank all have input. Faith-based groups are the
most efficacious groups on the ground in delivering humanitarian
aid as well as developmental aid. Why aren’t they included in that?

Thank you.

Ms. SmiTH . Thank you, Congressman. And thank you for your
particular recognition of the work on neglected tropical diseases. As
we have discussed, | think the gains there have been extraor-
dinary: If you look at the delivery of 287 million treatments over
the last 10 years, and an annual $2 billion leveraged in contribu-
tions.

One of the things we are doing is looking outward at what the
plan should be over the next 10 years, because | think that if we
remain on a steady course we can get neglected and eradicated
tropical diseases in many cases.

Thank you for your comments on the resolutions which | have
noted and will duly share. The plight of Christians, of minorities
throughout the Middle East has been something that has been of
great attention to our agency. We strive to ensure that humani-
tarian assistance is delivered to all. Also, through our own faith-
based office, we have received many delegations from these groups
and others, and we intend to continue.

Thank you.

Ms. HYDE. Thank you, Congressman, for the question.

With respect to the indicators themselves, we would be happy to
take a look if there is a specific indicator that might be appropriate
in terms of measuring growth. You know, most of the indicators
that we are using are the IMF, the IFC, the World Bank and these
kinds of sources. But if there is some gap that we are missing——

Mr. SMiITH oF New Jersey. Well, you know that there are NGOs
like Freedom House and others.

Ms. H yDE. Freedom House and others, yes.

Mr. SmMiITH oF New Jersey. And the faith-based groups, Catholic
Relief Services——

Ms. HYDE. Yes.

Mr. SMITH oF NEw JERSEY [continuing]. Samaritan’s Purse, they
are absolutely essential.

Ms. HYDE. Yes. No, | couldn’'t agree——

Mr. SmMiITH oF NEw JerRseY. And they should be contributing, |
would say, to that criteria.

Ms. Hybpe. Couldn’t agree more. So to the extent it may be the
inclusion of a new indicator. | will say that with respect to our de-
signing investments and our civil society outreach, faith-based
groups are absolutely part of where we reach out to country by
country. In fact, our work with Niger this year will prove as a good
example of that.

But we are always seeking to see if there is a data source that
we are missing that could be appropriate. And | would be happy
to follow up with you on that.

Mr. SmiTH oF NEw JERSEY. Yes, let's do that.

Ms. HYDE. Okay.
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Mr. SmiTH oF New Jersey. Thank you, Mr. Chairman.

Chairman R oyvce. Thank you. We go now to Mr. Brad Sherman.
And without objection, | am going to yield a couple of minutes to
Mr. Sherman to—you had some remarks on the House Floor last
night that | think in the interest of the committee might be well
served if | just yield to you a few minutes right now, Mr. Sherman,
to reiterate your observations about the Senate and the House.

Mr. SHERMAN . Thank you, Mr. Chairman. | will give you a 1-
minute report on our consideration last night of S. 2426. Some in
this committee will have noticed that that bill, that Senate bill we
considered last night was identical to H.R. 1853, written by Mr.
Salmon and passed by this committee. And so | will report to you
on that coincidence by quoting the remarks | made on the Floor
last night:

“The House passed H.R. 1853 overwhelmingly last year. We
sent the bill to the Senate. Instead of acting on the House bill,
the Senate Xeroxed our bill, put their own name on it, and
sent it back here. The decision to send the bill back to us with
their own name on it is a trend that we are seeing in the for-
eign affairs area, a trend that | do not condemn because it al-
lows us here on the House Floor to consider well-drafted House
bills not once but twice, and to vote on them twice, and to em-
phasize to the administration how serious we are about them
being enforced.

“| appreciate the Senate copying our work, since imitation is
the most sincere form of flattery.”

Anyway, that is the report from last night.

Now | want to address the witnesses. First, as | want to asso-
ciate myself with the chairman’s remarks on the Rohingya and
note again the importance of fighting the Zika virus and other,
other infectious diseases. And this is part of our national security,
since these diseases which we call tropical are coming our way,
whether that is for a host of reasons.

As to Southern Pakistan, which I mentioned in the opening
statement, | want to commend you from one—from, let me see, the
construction of 26 schools that you have started, both girls’ schools
and primary schools, training 113 supervisors. And | wonder if you
could comment, Madam Administrator, on your work in Sindh and
Balochistan?

Ms. SMITH . Yes, sir. And thank you for your comment again on
Zika. | think it is extremely important that we all recognize that
this is a new and modern threat that is going to continue to chal-
lenge us.

In Sindh Province—and thank you for your recognition of the
work—we have, as | think you know, a comprehensive development
assistance portfolio that includes repairing power stations, devel-
oping a workforce program targeting disadvantaged youth, increas-
ing enrollment in schools, and improving infrastructure, and tech-
nical capacity to deliver quality health services.

You have pointed to some of the results we have seen. | would
also like to point out the Health Infrastructure Improvement Pro-
gram which trains over 1,300 healthcare workers and provides
care, importantly for 140,000 women annually.
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Mr. S HERMAN . Thank you.

| have been advocating for direct aid to Nagorno-Karabakh since
1997. It is an important investment we make in peace in that re-
gion and in support of a negotiated and democratic solution. Re-
cently, aid direct to Nagorno-Karabakh has dropped to $1.5 million
per year, principally directed at demining.

Can you explain why we are not doing more, given the fact that
this area is beleaguered and in need of help?

Ms. SMITH . Thank you for that. And as you know, we are oper-
ating in an environment that forces some tough choices. | think the
good news is that we have seen in the Fiscal Year 2017 request,
increases across the board for that region.

In addition to demining, we have also supported humanitarian
assistance. Should there be a recurrent need for that we are al-
ways, as in any part of the world, willing to take another look at
that.

Mr. SHERMAN . | will look forward to talking to you and showing
you that that need has already occurred.

Ms. SMITH . Absolutely. | would love to do that.

Mr. SHERMAN . And obviously a lot of countries are seeing refu-
gees from Syria. And we are helping Turkey. That is well pub-
licized. Many of the Christian refugees are making their way to Ar-
menia, especially being ethnic Armenians. Are we providing aid to
the Government of Armenia to take care of those refugees?

Ms. SMITH . We are providing some assistance to help with refu-
gees who have migrated to parts of Europe, as well as trying to
concentrate our assistance both for people inside Syria and those
in the surrounding regions. In addition, the State Department,
through PRM, is providing assistance to those people.

Mr. SHERMAN . You wouldn’t happen to know how much is going
to Armenia for assistance?

Ms. SmiTH . | can get that specific answer for you.

Mr. SHERMAN . | look forward to it.

Ms. SMITH . | would be happy to provide it in writing or in per-
son.

[The information referred to follows:]

WRITTEN RESPONSE RECEIVED FROM THE HONORABLE GAYLE SMITH TO QUESTION
ASKED DURING THE HEARING BY THE HONORABLE BRAD SHERMAN

The United States provides support to Armenia for refugee assistance through the
United Nations High Commissioner for Refugees (UNHCR). UNHCR has provided
approximately $20 million for Armenia since 2012. UNHCR estimates that there are
approximately 15,690 refugees in Armenia, as of June 2015; as the United States
provides roughly 35 percent of UNHCR funds, that means the United States has
provided approximately $7 million to Armenia in refugee assistance, which comes
to approximately $446 per refugee.

Mr. S HERMAN . Thank you.

| want to again commend you on your work. And yield back the
rest of my time.

Mr. C HABOT [presiding]. The gentleman yields back. | now recog-
nize myself for 5 minutes.

And, again as the other members have said, we welcome you
here and your testimony. Let me ask you this, Madam Adminis-
trator, how much taxpayer money is the President requesting for
the Global Climate Change Initiative?
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Ms. SMITH . Well——

Mr. C HABOT . Could you turn your mic on, please.

Ms. SmITH . Sorry.

Mr. C HABOT . That is all right.

Ms. SmiTH . | can get you that. For USAID specific funding | be-
lieve it is in the range of $300 million.

Mr. C HABOT . Okay.

Ms. SmiTH . | have that right here. | will look it up for you.

Mr. C HABOT . All right. Let me, correct me if | am mistaken here,
but | have been led to believe that it is $483.9 million?

Ms. SMITH . | am happy to look at that figure specifically.

WRITTEN RESPONSE RECEIVED FROM THE HONORABLE GAYLE SMITH TO QUESTION
ASKED DURING THE HEARING BY THE HONORABLE STEVE CHABOT

The USAID FY 2017 request for Global Climate Change funding is $352.2 million.
The State Department request is $631.7 million, which includes $500 million for the
State Green Climate Fund.

Mr. CHABOT . Okay. Well, for the purpose of my next questions,
if you will assume that that is the number, unless you have one
of your folks find out it is different, in which case | am happy to
be corrected. | see you are getting handed a piece of paper there
now, so.

Ms. SmITH . | am. Three fifty-two.

Mr. C HABOT . $352 million, so $ * 3 billion approximately.

Ms. SMITH . Yes.

Mr. CHasoT . All right. Well, the numbers that our crack staff
had supplied to us was $483 million. But in Washington, $150 mil-
lion that we are not clear about some people might think that that
is not a big deal. | think it is a pretty big deal. But let's, let's
maybe by the end of the day we can come up with the exact figure.
But let's assume it is somewhere between $352 million and $483.9
million.

But that doesn’t change the focus of my next couple of questions,
which is this: This nearly $ s billion or $ 12 billion of the hard-
working American people’s tax dollars is pursuant to commitments
that were made at last year’'s Paris Climate Conference; is that cor-
rect?

Ms. SMITH . Our work—and | can confirm it is $352 million. We
would be happy to go over specific numbers with you or your staff.
But those figures reflect—

Mr. C HABOT . But that is not my question now about the amount.

Ms. SMITH . Sure.

Mr. C HABOT. It was pursuant to the President's commitment at
the Paris Climate Conference last year?

Ms. SMITH . Actually, the work that USAID does in this area we
have been doing for many years.

Mr. C HABOT . It has nothing to do with the Paris Climate Con-
ference?

Ms. SMITH . Part of our Paris commitment included——

Mr. CHABOT. Some amount of the money is pursuant to the
President's commitment last year; is that correct?

Ms. SMITH . Yes, sir, | believe it is.

Mr. C HABOT . Okay, thank you.
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And how much input did the duly-elected representatives of the
American people, which would be the House of Representatives and
the Senate, have in making those particular commitments, irre-
gardless of what the commitments might have been previous to
that, but how much involvement was there by the folks here, the
elected representatives of the American people in that commitment
at the Paris Global Warming Conference?

Ms. SmiTH . Congressman, | wonder if perhaps you are referring
to the Green Climate Fund?

Mr. CHaBOT. Do you remember when they had the pretty hor-
rible attacks on Paris, the terrorist attacks last——

Ms. SMITH . Yes, sir.

Mr. C HABOT [continuing]. Last year?

Around that time, shortly after that there was this Global Cli-
mate Conference in Paris, wasn't there?

Ms. SmITH . Yes.

Mr. C HaBOT . Okay. That is what | am referring to.

Ms. SMITH . Yes.

Mr. C HABOT . Okay. The President commits a whole lot of money.
Did he seek, did he get approval from Congress on that? It is a
pretty simple question | think.

Ms. SMITH . Yes. And if | may, two quick points on that. If indeed
you are referring to the Green Climate Fund, that is something
that the State Department has determined it has the authorization
to make the grant that was made.

From the perspective of USAID we have——

Mr. CHABOT. Let me go on with my time. | have only got a
minute left here.

Ms. SMITH . Okay.

Mr. CHABOT. You can correct me for the record later on if you
want to, but | don’t think there was a whole lot, we certainly didn’t
vote on approving what the President committed of the hard-work-
ing American people’s dollars.

And there is at least one Senator that apparently believes that
so-called climate change deniers—and | would argue that that lan-
guage itself is reprehensible because it infers that people that don’t
buy in completely to the fact that we ought to be spending huge
amounts of money when it could be considerable loss of jobs and
taxpayer money spent, and it kind of compares deniers of the Holo-
caust to people that are skeptical about climate change—but in any
event there is at least one Senator who thinks that the Justice De-
partment and the FBI should be pursuing legal action against so-
called climate deniers.

So my question would be—and | am almost out of time—but my
question is am | or anybody else who might be skeptical about
huge amounts of money, whether it is $350 million or whether it
is $450 million that are going toward these types of initiatives, are
we in some legal jeopardy for expressing some concern about the
use of the American people’s tax dollars in that way?

Ms. SmITH . Sir, it is my considered view that expressing your
views and opinions are absolutely your right and prerogative.

Mr. CHABOT. Thank you. | appreciate that greatly. Thanks for
your testimony.
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My time has expired. The gentleman from New York, Mr. Meeks,
is recognized for 5 minutes.

Mr. M Eeks. Thank you, Mr. Chairman.

Let me, you know | don't think | did this initially, let me say |
think this is the first time that you, Madam Administrator, have
been here as the new Administrator for the USAID. Let me con-
gratulate you on being confirmed and in your new job. | had the
pleasure of working with you in the other, in the Clinton adminis-
tration and others, particularly on Africa. And know | look forward
to working with you in the future. And congratulations and wel-
come.

Let me just first ask when talking about Trade Africa, you know
we have worked on Africa together, and | have been a promoter of
increased regional trade in Africa and in increased trade between
Africa and the United States. And | know that trade, the Trade Af-
rica initiative, is a new approach, a multi-agency approach with the
potential to significantly assist in expanding U.S. trade.

And the initiative, or a key goal of the initiative, is to build U.S.-
African trade and investment hubs in three African regions which
are supposed to function as a resource both for African exporters
and U.S. firms. So can you tell us what the status is of the three
hubs and what are USAID’s main activities in current and prospec-
tive challenges under Trade Africa?

Ms. SmiTH . Thank you for your longstanding support of Trade Af-
rica, even before it was named.

We have the three hubs, and those are doing a number of things.
One is working with potential partners who under the terms of
AGOA want to increase trade with the United States.

Second is to train and work with entrepreneurs, small busi-
nesses, and others, including with a special emphasis on women in
terms of the value chains that we support.

And the third is supporting efforts for regional integration, which
is very important as you know. The size of many of these econo-
mies in each of the three regions are very small, and their ability
to trade both with each other and as regional trading blocs will be
significantly enhanced by their ability to integrate. So there is a lot
of work on the policy and reform side.

Mr. M eexks. And let me ask also, are there any other trade and
investment—focused activities that USAID is supporting in Africa?
Let me ask that. And then——

Ms. SmITH . Yes.

Mr. M Eexs. Go ahead.

Ms. SmITH . No, go ahead.

Mr. M eexks. Go ahead, because | am going to change to a dif-
ferent country in the second question.

Ms. SmiITH . Yes, there are efforts underway to work on trade fa-
cilitation as part of the WTO agreement, which | think you have
followed, and to help countries as they work toward WTO acces-
sion.

Mr. M Eexs. And let me ask now because | am taking the rest
of my time on this, President Obama has proposed $450 million in
Fiscal Year 2017 for assistance for Colombia in what we are calling
Peace Colombia. | was a huge supporter of Plan Colombia and be-
lieved that supporting peace in Colombia is equally crucial. But |
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also know that the region that was most affected was the African-
Colombian and indigenous communities in Colombia have been dis-
proportionately affected by violence in the nation’s long-lasting con-
flict.

So my question is, how do you envision U.S. assistance to Colom-
bia helping those communities specifically? And which USAID pro-
grams do you envision plussing up? And which program do you
think that you can envision phasing out?

Ms. SMiITH . Thank you for the question. Our view in this next
phase of the transition in Colombia is that integration is going to
be absolutely key, as is equity between and amongst people who
have been divided by a long conflict, and that includes the Afro-Co-
lombian community.

You will be pleased to note, | think, that in the Fiscal Year 2017
request we include 60—a $61-million program targeted just for
those communities, aimed at building their capacity, including for
self-governance, to engage in public debate and dialogue with the
government, and build capacity and resources among those commu-
nities so that we might see, as Colombia does enter this next
phase, greater equity than we have seen historically.

Mr. M Eeks. Thank you. Because that is absolutely critical, you
know, as | believe our peace process was. As members that were
falling into the FARC start coming back, that is the area where
they go. And we want to make sure that those who have suffered
and been displaced for a long period of time that they are consid-
ered in this process. And a lot of the aid and capacity-building dol-
lars are there because there is great opportunity there from wheth-
er it was the Colombia Trade Agreement or other opportunities
that present themselves there.

Ms. SmiTH . | would agree with you, and that is very much what
our assistance is aimed to do, as well as our dialogue with the Gov-
ernment of Colombia.

Mr. M Eeks. Thank you. And | yield back.

Mr. C HABOT . Thank you. The gentleman yields back.

The gentleman from South Carolina, Mr. Duncan, is recognized
for 5 minutes.

Mr. D uNcaN . Thank you, Mr. Chairman.

And let me just say, | think USAID is for the most part a very
effective tool in the foreign policy realm. It transcends administra-
tions. It has been around a long time. And | appreciate its efforts.

And so, Administrator Smith, | would like to address some ques-
tions to you. But the things | know about USAID, things like ongo-
ing efforts in Iquitos, Peru, to combat dengue and now Zika, re-
search on mosquitos and how those two fevers and viruses are
transmitted. And | support efforts such as Electrify Africa because
| believe that we can improve the quality of lives of folks in Africa
and, really, all across the Third World with simple things that elec-
tricity and energy provides: And that is to keep food from spoiling;
to be able to heat and cool homes and keep the mosquitos out by
being able to close windows; to being able to improve quality of air
by not burning something in the house; being able to cook food over
something other than coal or wood. These are simple things.

Being able to read after the sun goes down, whether reading to
your parents or reading yourself, or there are just so many things
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we take for granted that | think, you know, electrifying efforts,
whether it is Africa or anywhere in the Third World can benefit.
So these are things | support.

But | went to the Summit of the Americas last year. | was Chair-
man of the Western Hemisphere Subcommittee. And at the summit
had a chance to have a conversation with President Obama. And
we were talking about the money for the Northern Triangle coun-
tries for the unaccompanied children. | told the President at the
time, | said, | am somebody on my side of the aisle that probably
would surprise you in my support for giving money to those North-
ern Triangle countries to help combat this because | believe it is
the issues in those countries that are causing the parents to send
their children north, not necessarily the carrots that we are dan-
gling here in this country. | probably differ with him on the
amount, and | told him that.

But | said, at the time | said, Mr. President, we have to make
sure that there is some accountability for this money that we do
give to these countries. And he said at the time, which kind of
caught me off guard, he said, you are absolutely right, Congress-
man. Too much money has gone missing in the past.

Which was an affirmation, | think, that money has been
skimmed by rogue dictators or whoever. So we need to make sure
that we get the money to where the rubber meets the road and
make it effective. And | think the President acknowledged that.

So playing on his words to me during that conversation, my
question to you is how do we address accountability, especially in
Third World countries, where we see folks like Taylor in Liberia or
others that have taken a lot of foreign aid and used it for ill-gotten
gains? So how are you addressing accountability? Understanding
that everyone is acknowledging that this has happened in the past,
these are taxpayer dollars. This is not off a money tree in the back
yard. Hard-working Americans pay taxes and they want to make
sure that their tax dollars are spent effectively by any administra-
tion.

So, Ms. Smith, if you could just address what you are doing
about accountability, | would appreciate it?

Ms. SMITH . Thank you for your support of our work. | think part
of the deal we make with the American people, in addition to our
obligation and my obligation to ensure that taxpayers’ dollars are
spent effectively, is to show results and be sure that these are wor-
thy investments. That has everything to do with accountability and
transparency, which we approach in a number of ways.

First transparency, is ensuring that we have clarity and visibility
on the dollars spent, and that we increasingly obligate our part-
ners, including governments, to be transparent with their own citi-
zens and with us about the expenditure of those dollars.

Second is building the capacity for governments to set up, wheth-
er it is anti-corruption commissions, or to put in place the regula-
tions and laws that are necessary to prevent corruption, while at
the same time supporting civil society.

Mr. D uNcaN . Is that a requirement for receiving help, that they
set up some sort of anti-corruption policy?

Ms. SMITH . There are. In the case of the Northern Triangle coun-
tries some of our assistance over the last few years has gone into
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building the capacity of high-impact courts, local anti-corruption in-
stitutions, number one. We also support civil society organizations
because part of the way you get accountability is when citizens ask
where the money is and create a demand signal. So that is another
way we do it.

I think this has become—when | was asked a question of what
has really changed to date, | think the incorporation—and | am
sure my colleague will speak to this—but | think across the board
on foreign assistance dollars this emphasis on building capacity to
fight corruption and building capacity of civil society to hold gov-
ernments accountable and demanding degrees of transparency that
were not required in the past, quite frankly, in some of the exam-
ples to which you refer is a huge priority for us.

Mr. D uncaN . Right. Well, | appreciate that. | appreciate your ef-
forts on transparency, accountability. When we see things like Af-
ghanistan where a lot of money has gone for projects that weren’t
built and then taken by others, it is important because these are
our taxpayer dollars.

| appreciate it.

Ms. SmITH . Thank you, sir.

Mr. D uNcaN . And | yield back, Mr. Chairman.

Mr. C HABOT . Thank you. The gentleman yields back. The gentle-
man’s time has expired.

The gentlelady from California, Ms. Bass, is recognized for 5
minutes.

Ms. Bass. Thank you, Mr. Chair.

Let me begin by commending both of you for your work and your
leadership over both agencies over these last few years. | certainly
have enjoyed working with both of you. And, Madam Adminis-
trator, with your time in the White House and now at USAID |
want to congratulate you.

| thought | would try to get all my questions out at once. And
then the rest of the time you could answer them. | do want to
thank you for you reluctance to shift Ebola funding to Zika. | think
it is just so important that we not do that, especially because we
know that we need to strengthen the health infrastructure in the
three countries. And it is nice that the urgency has passed, but we
certainly don’'t want to change the money.

So the one question on food aid reform, | wanted to know what
additional reforms you believe are needed, and what constraints in
the current system prevent U.S. food aid from reaching more peo-
ple? That is one question.

And then what are we doing now to address the drought in
Southern Africa and Ethiopia?

You know, when | was looking at this chart on USAID appropria-
tions, if | understand it correctly it looks as though there is no
funding request for the Democracy Fund. And | wanted to know if
you could clarify that because it says zero. It says $62 million in
2016 and zero in 2017; so maybe you could clarify that?

And then for MCC, | wanted to know, Ms. Hyde, where you see
doing regional compacts in Africa?

And then a second MCC question is about the private sector role,
and so | wanted to know what MCC is doing to mobilize private
capital in compact countries? And to what extent—and hopefully
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this is where we might work together in the future—has MCC been
able to leverage the participation of U.S. private companies in its
activities? So how is that?

Ms. Hybe. Thank you, Congresswoman, and thank you for your
leadership overall, but in particular with respect to the Regional
Compact Authority that you and | have spoken about a number of
times.

So as | mentioned, we know that in 2016 we live in a global econ-
omy and that regional integration is key to helping markets de-
velop. This is particularly true in Africa where you have 54 dis-
parate countries, many small, without economies of scale. Over the
decade, 65 percent of MCC'’s portfolio has been invested in Africa.
The MCC brand is very strong there. We have had bilateral com-
pacts, a number there.

And while | think regional compacts could be successful in many
parts of the world, | think Africa is particularly ripe for one. In
particular, 1 would say West Africa, where MCC’s penetration is
quite strong. We see a number of opportunities either in power, to
work across borders there in transmission and distribution as well,
or in transportation.

And, you know, | was struck by, | believe that the political will
is there to help and that they are looking for capacity and assist-
ance particularly in infrastructure. The two most recent selections
in Africa from the board meeting in December are Cote d’lvoire and
Senegal. We are still seeking the authority. At the same time, we
are looking to do the due diligence to see what are actually the op-
portunities that exist in Senegal, which is really a regional leader,
and Cote d’lvoire, as well as keeping our eyes open elsewhere.

With respect to the private sector, MCC has evolved in a way
that | think has a unique value proposition for the private sector.
We are in two dozen countries around the globe. We are there for
a 5-year period of time. We have a platform that is usually in a
sector where there is interest in private capital: Transportation as
well as energy as well as irrigation. And what we are doing is both
using our investments to see where we can invest in public goods,
which is often, for example in energy, the utilities.

Ms. BAss. Excuse me. Mr. Chair, | might run out of time. If you
wouldn’t mind——

Ms. HYDE. Yes, yes, yes.

Ms. B Ass [continuing]. Giving a minute.

Mr. C HABOT . Go right ahead. Proceed.

Ms. Hype. And to bring in American companies, | would cite
Ghana as an example of this, where there are a number of compa-
nies, GE and others, who are going to work in generation in
Ghana, while MCC will be investing in the utility to make the sec-
tor more viable. And now | will stop.

Ms. BAss. Great. One, two, three?

Ms. SmITH . Thank you, Congresswoman.

Our request on food aid is for the 25 percent, which we think will
give us the flexibility to have the right mix in the future discount
between commodities and cash.

Thank you for raising El Nin 0. We are responding in both South-
ern Africa and Ethiopia. In Ethiopia, as you may know, we have
recently launched a Disaster Assistance Response Team, or DART.
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Part of the reason to move so early is that we believe—as do other
donors—that if we can provide sufficient assistance quickly enough
we can prevent the worst impacts.

And on the democracy side, we don’t request our funding through
the fund.

Ms. BAss. Okay.

Ms. SMITH . But | am pleased to let you know that the request
for Fiscal Year 2017 has increased to $2.3 billion through USAID-
managed funds.

Ms. BAss. So you don't think there is any additional reforms that
are needed with food aid? You think what you have now is okay?

Ms. SmiTH . What we are looking for now is that 25 percent that
is in the Fiscal Year 2017.

Ms. Bass. And any request for AWEP, the African Women’s En-
trepreneur Program?

Ms. SmiITH . That is managed by the State Department. We work
very closely——

Ms. BAss. Okay.

Ms. SMITH [continuing]. With them and support African women
entrepreneurs through our trade hubs.

Ms. BAss. Thank you very much.

Mr. C HABOT . The gentlelady’s time has expired.

The gentleman from Pennsylvania, Mr. Perry, is recognized for
5 minutes.

Mr. P ERRY. Thank you, Mr. Chairman.

Madam Administrator, hi, good morning. Just let me start off by
saying | have had the privilege of working with some of your field
agents down range, as military folks call it, and they have been
nothing but professional and a pleasure to work with.

| do have a question, however, regarding the West Bank and that
foreign assistance through your organization, as | understand it,
exceeds $363 million for Fiscal Year 2017. This is moving away
from the $80 million, $80 million reduction from last year. To date,
Palestinians have received nearly $5 billion in assistance from the
United States, which is more aid per capita, according to the fig-
ures | have, than any other people.

| am just curious about how you use the power of that financial
influx into the PA to kind of influence the Palestinian Authority
when, you know, when President Abbas makes a statement claim-
ing that the recent stabbing attacks in Israel represent a popular
peaceful uprising? And while in 2014, 81 percent of Palestinians
believed that there was corruption in the Palestinian Authority,
and as well an EU audit showed that the PA mismanaged over $3
billion from 2009 to 2013.

So taxpayers are working hard and they are paying their taxes
and we are sending money to the PA, who then is alleged to—and
| don’t know if this is proven, | think it is, but | will just say “al-
leged” for these purposes—to pay a stipend. When individuals carry
out and conduct a terrorist attack and end up in prison, then their
family gets a stipend for that. And the more horrific the act, the
higher the stipend.

How do we, as a Federal Government, leverage the money we
spend, a fantastic amount here, $363 million—maybe not much in
the scope of the trillions of dollars that we budget annually and
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spend—but how do we leverage that to minimize these horrific acts
and get a good value out of the taxpayer dollar?

Ms. SmiTH . Thank you for your question and for your kind com-
ments about our people. | would agree with you: They are nothing
but terrific.

USAID’s role in these environments, and this is a tough one, is
to try to build the capacity of fundamental governments so that the
needs of people are served. In this environment we work through
partners. We do not simply hand over the money. We vet, we audit,
and we track it very closely.

The assistance is targeted at things like delivering basic services:
Clean, potable water for citizens, basic education, and things that
will make a difference—we hope a positive difference—in the lives
of, particularly, young Palestinians.

In terms of leverage, | think there are two things. One, that
presence and engagement enables our State Department to under-
take its diplomatic efforts. | think on our side as USAID, it allows
for engagement with people, and again particularly young people,
to try to encourage something different, quite frankly, than what
we have seen.

We track very closely all of our assistance, as | say. Corruption
concerns are absolutely worthy of consideration. But | think it is
our view that this kind of engagement is critically important to
building capacities that are needed, but also to ensure engagement
with the Palestinian people, and particularly young people.

Mr. P ERRY. | would agree with those things: The infrastructure,
the engagement. | think those are good things. But money being
fungible, do you get the sense that to a certain extent while Amer-
ican citizens and taxpayers are helping to pay for infrastructure
and better governance, that is the money that the PA has other
places that could be used for that, instead they use it to build tun-
nels into Israel and support their other nefarious activities. And
how do you balance that and how do you, again, how do you lever-
age that?

I mean the things that you said are very aspirational and they
are great. But at the same time, the taxpayer in my district sees
us funding many times terrorism, and people that hate America,
hate Israel, our ally, and hate the West and are committed to the
destruction of those things, and we will help them pay for it. What
do | say to them?

Ms. SmiTH . | think that is a fair question. | think the first thing
you can say to them with confidence is we do not fund terrorists.
We will closely track our assistance to ensure that at an individual
or any other level that does not happen.

| think it is a matter of policy, and we work under the auspices
of our foreign policy. There is a decision and a view, again, that
there is a need to build that fundamental capacity on the ground.
And as | say, | think our State Department is able to use that en-
gagement and our presence in what we do as USAID to press the
Palestinian Authorities to move in a different direction.

Mr. C HABOT . The gentleman’s time has expired.

Mr. P ERRY. Thank you, Mr. Chairman.

Mr. C HABOT . Thank you.
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The gentleman from Massachusetts, Mr. Keating, is recognized
for 5 minutes.

Mr. K EATING . Thank you, Mr. Chairman. And thank you for your
service; it is truly appreciated. And | speak not just of you, but ev-
eryone that works with you.

You have heard some this morning talk about the fact that you
don’t support developmental aid. And | think you have heard a
shared concern of many of us, including myself, about taxpayers
making sure their money is well spent. So my belief is that—and
I wish in a way there was another term besides “developmental
aid,” because | don't think it really catches what it truly is—I think
that indeed putting money into that, that, those resources, will put
the fires out before they occur and they, as a result, will help tax-
payers get the most of their money.

Could you give us some examples of how that is indeed the case,
just so | think the public listening, in particular, will become more
aware of this? How putting resources into that is cost-effective and
will put those fires out before they occur?

Ms. SMITH . Thank you. | think you are absolutely right that part
of what we are doing is making an investment in the future. |
think perhaps the best example of that right now is Colombia,
where 15 years of sustained support and engagement has yielded
something that | think people thought was not possible: The reduc-
tions in crime, coming out of a recession, the possibility of peace,
and, | believe, the happiest country on the planet. Again, | think
we can point to a dramatic change there.

| think we can also point to some other changes that make a dif-
ference. It was said at the opening of this hearing that countries
need to foot more of the bill themselves. We are starting to see
that, particularly in the areas including health and agriculture,
where countries with whom we work who, over time, have in-
creased their own expenditures, and we have been able to reduce
ours.

| think the third area where we can show the impact is in areas
like global health where we are the world’s leader. Whether it is
putting us on the road to end the HIV /AIDS epidemic, which |
think we all know would have been profoundly destabilizing, to im-
proving the lives of mothers and children so that you have less pov-
erty and the kind of instability it can breed.

The good news is we have the data and the evidence, both at
USAID and also at the MCC, to make that case to the American
people.

Ms. Hype. | would just add in Africa, as an example, Cote
d’lvoire, is a country that a decade ago was in the throes of a vio-
lent civil war, and the story of Cote d’lvoire for MCC is that 3
years ago they were passing only 5 of 20 indicators. They came to
us, they said, we want a compact. We want to get better.

Fast forward to 3 years later, they changed their laws and they
are now an MCC compact country. That said, there is still insta-
bility, as you well know, and recent events will say in that region.
And we need to stay engaged and vigilant in a very accountable
system so that these countries that are trying to do the right thing
are able to stay afloat.
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Mr. K EATING . And | also just want to point out an area of con-
cern that | have looking forward along those lines, particularly in
terms of being an incubator for terrorist activity and for extremism,
and that is in Central Asia. | am concerned as | look at the inabil-
ity of people to get work, the economy in Russia, people migrating
out of there. This area, the North Caucasus area, those areas are
ripe for this.

Are there things we can do in that area that, or can you think
of that as something in the future that could be addressed in terms
of that potential instability? Well, it is not potential, it is unstable.

Ms. SmITH . Yeah, | can speak to that. There are a number of
parts of the world where | think we see that combination of things:
A youth bulge, heavy unemployment, and lack of access to oppor-
tunity. Much of our work goes to that across the board. A lot of our
specific work, and there is an increase in our request for countering
violent extremism, which is targeted at getting to some of the root
causes of the kinds of threats to which you speak.

One of the things that USAID is able to contribute to this is very
sharp analysis of what exactly are the drivers and where can we
make the investments that will yield results.

But that is one of the many areas that we are looking at.

Mr. K EATING . And my time is limited so | probably will go in
writing with this question. But | am curious, and we will do this
in writing because | am sensitive to my colleagues’ time, about the
gender policy issues and USAID’s gender policy and the success for
that. Because again—

Ms. SmITH . Right.

Mr. K EATING [continuing]. It is an area | believe investing in
those issues will really be serving the taxpayers well and pre-
venting things from occurring in the future. So again, thank you.
And | yield back.

Mr. C HABOT . The gentleman yields back.

Ms. SmITH . Happy to respond in writing.

Mr. C HABOT . Thank you.

The gentleman’s time has expired.

The gentleman from Rhode Island, Mr. Cicilline, is recognized for
5 minutes.

Mr. CiciLLiNe . Thank you, Mr. Chairman. | want to thank our
witnesses for your testimony, for your extraordinary leadership,
and for the work of your colleagues that they do every day to con-
tinue to enhance our security and the stability of the world.

And | really want to echo Mr. Keating's point that development
assistance is not a gift but it is a strategic investment in our na-
tional security and our health and economic well-being and, obvi-
ously, very important.

There are three areas that | wanted to submit questions on. One
relates to the 20-year decline in the personnel of USAID and the
status of the USAID’s board, as well as the Development Leader-
ship Initiative, how do you see that moving forward?

Also, there has been a terrific initiative, the International Aid
Transparency Initiative so that taxpayers can be sure that there is
a good return on their investment and the impact it is making and
the status of that, as well as your view about the importance of
continuing to support Nogorno-Karabakh and how you see that
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going forward in light of the news that exists, as Mr. Sherman
mentioned.

So | would like to give you an opportunity to provide some more
detailed information. But | am going to ask three questions today
and just give you whatever time is left to answer them.

As you well know, USAID has done important work in respond-
ing to the very serious challenges facing LGBT individuals around
the world where we are seeing increased criminalization and grave
danger very often to members of our community. The Special Coor-
dinator for LGBT Rights Todd Larson is doing a terrific job. And
so | would like you to just give a little bit about how you see that
role continuing, where you are seeing some success? What are
areas of particular concern?

Secondly, in the area of global health, USAID as you know plays
a critical role to foster innovation in health technologies working
across its programs, with many diverse partners, with other U.S.
agencies to advance new vaccines, drugs, diagnostics, and other
tools urgently needed to combat existing and emerging global
health threats. And | would love to hear your thoughts on how
USAID will continue this role, and particularly how it is working
to encourage a coordinated, government-wide approach to global
health research and development.

And on the side for MCC, of which you know | am a huge fan,
thank you for your great work. Would you talk a little bit about
the challenges that MCC faces in implementing compacts in fragile
states like Liberia and Cote d’lvoire and how the agency is really
prepared to address that?

And, of course, | am always interested to know how Cape Verde
is doing in its second compact, particularly in the areas of legal in-
stitution foundations and rights, how they are meeting those roles?

So | will stop and give you as much time as | have remaining
for your answers.

Ms. SmiITH . Thank you. | agree; Todd is doing and has done a ter-
rific job. | think both he and his office. But the fact that we now
have points of contact in every single bureau in the agency on the
issue of our LGBT community. And | think we have made impor-
tant progress. We and some other donors are putting this issue on
the map and ensuring that governments protect the rights of all of
their citizens and prevent and protect them against discrimination.

What we are looking at now is how do we ensure that this re-
mains part of the agency’s work going forward, both through main-
taining a coordinator position, but looking again at how we can in-
stitutionalize it across the board, including in the field and with
our partners.

| have also had the privilege and opportunity to speak to several
other donors who have been leaders in this area. We are of the
same view that we need to find ways, not only to expand our work,
but ensure that it is continued by those who may succeed us.

On global health coordination, that is something | work on now
and worked on in the past, including with Dana in an earlier life,
in the specific area of research and development of new diagnostics
and vaccines and other things. On coordination, we work closely
with the CDC and NIH. They play huge and tremendous roles
there in making sure that there is no duplication or overlap. We
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also work with them to make sure that even as they are developing
new opportunities, we are looking at how these can be deployed,
whether through GAVI—which | think you may know, the Global
Vaccine Alliance—or our own programs.

Mr. CICILLINE . Thank you.

Ms. HYDE. Very quickly. So with respect to Cape Verde, we are
on time, under budget, and closing out next year. All of the reforms
are going forward. In fact, the executive director was just in town
this week, and it is going very well. So | have every reason to be-
lieve we will be set up for success there. The engagement of the
government and our partners has been extraordinary.

With respect to fragile states, the MCC is working in the fragile
states within the scorecard of the governance criteria. That is, by
definition, a fragile state that is striving to be among the better
half in terms of rule of law, and corruption. So | think it is abso-
lutely critical that MCC be there and be supportive of it.

That said, the capacity challenges certainly are there in terms of
our model, in terms of the data that is needed for cost-benefit anal-
ysis. Data is a challenge everywhere; we see it particularly so. We
are working through our partners, the MCA units. So that is in
country. And looking at how we deploy more support there.

Our accountability measures are very strong. As you know, the
funds sit in the U.S. Treasury and we have independent fiscal
agents, independent procurement agents. But we are really looking
at how we can partner.

I will give you an example with Niger this year coming forward,
we will be partnering in the Community-based Livestock Program
as well as large-scale irrigation infrastructure, the types of things
we will be doing there.

Mr. CiciLLINE . Okay, thank you so much.

| yield back, Mr. Chairman.

Mr. C HABOT . The gentleman’s time has expired.

Batting clean-up, last but certainly not least, the gentlelady from
Florida, Ms. Frankel, is recognized for 5 minutes.

Ms. FRANKEL . Thank you, Mr. Chair. | often feel like | am in
that Agatha Christie novel, “And Then There Were None,” | mean.
Anyway, | thank both of you for your service.

| really have two different questions. | hope you can get to them
both. The first has to do with Syria. | would like to have an over-
view of your major efforts in the humanitarian crisis in Syria, and
whether or not you see any hope or possibility that when the vio-
lence is over—whenever that might be—that they could get back to
a normal society?

My second question, it is a little different, and has to do with
women, girls’ education. And if you could give me, | would like to
know, you know, sort of an overview of what you are doing, and
especially who is doing the teaching and what kind of materials are
you using and what is your follow-up to see the efficacy of it?

Ms. SmiITH . Thank you, Congresswoman. And with regard to
Syria, this has been a very big piece of USAID’s work for over 4
years. Of the assistance that we provide, about half of that goes in-
side Syria to help people where they live all across the country, and
about half of that goes to people who are refugees.
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There is a small—I do not want to overstate it—but a small and
significant glimmer of hope, given the hard work of Secretary
Kerry, on a humanitarian cessation of hostilities which is allowing
us to get some more assistance to what are called “besieged areas.”
Again, it is not a complete end of the war but it is significantly
very grateful for his work on that.

As to your question about when the violence ends will they be
able to return to normalcy, one of the things USAID has a great
deal of experience in over the last many, many decades is working
in transitions of countries out of civil war and violence, or from
authoritarianism to democracy. It takes a long time. We know a lot
about it. | think the agency is quite good at it and has learned
enough over the years to enable us to marshal a plan or design to
help Syria return to normalcy and peace. | think it is possible. We
have seen other countries do it. But | also think it is going to take
a very, very, very long time.

On girls’ education | will speak to that. And ——

Ms. FRANKEL . Just something back to Syria though.

Ms. SmITH . Yes.

Ms. FRANKEL . What are the—I know you do food and you are
doing health. What else?

Ms. SmITH . Yes.

Ms. FRANKEL . Education? What are the pieces of your aid in
Syria now?

Ms. SmiTH . We provide food assistance. We also provide health
assistance. Some education, including emergency learning centers
and also some education for refugees. So our assistance is diversi-
fied.

Ms. FRANKEL . Housing? Do you do house?

Ms. SMITH . Some temporary shelter. It is very difficult for people
to find. Often they are seeking refuge in school buildings that have
been abandoned, winterization during the colder months so that
people can keep themselves and their families warm.

We try to provide as diverse an array of assistance as we pos-
sibly can, given the enormity of the needs.

On girls’ education, that is a big priority for us. The way that
works is we work with partners, most often Ministries of Edu-
cation, both in ways to provide direct assistance, but also to do
things like teacher training, like curriculum development, and an
emphasis on—I am glad you made the comment about ensuring
that it works—an emphasis on quality.

One of the things USAID did a few years ago—we are now at the
end of a 5-year strategy—was revise the education strategy so that
we could make sure that quality was as high on the list as quan-
tity, and that we were making sure that students, including girls,
are able to read. They didn't just go through primary education but
departed primary education with the ability to read. Thus far we
have reached 30 million students with that program.

Ms. FRANKEL . Okay, let me, okay, Ms. Hyde, why don't you.

Ms. HYDE. | will keep this short.

Ms. FRANKEL . Yes, please.

Ms. HyYbe. MCC typically is working in the secondary or voca-
tional space, so very rarely in primary education. We are doing so
in countries where it is identified as a key constraint to growth.
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About a third of our constraints analyses identify human skills. If
a country wants an education program, we will be looking to see
how we have a nexus to jobs and to markets and in vocational.

Morocco is an example | would give as a recent compact with a
large investment, always with a focus on girls and gender. We
know that if the economics are there that girls will stay in school,
that they will provide for communities, and that there is actual evi-
dence tagging education to growth with completion rates, which |
think the World Bank just came out with.

Mr. C HABOT . Thank you. The gentlelady’s time has expired.

I would like to thank the witnesses for appearing here this morn-
ing. We covered a lot of important issues.

And if there is no further business to come before the committee,
we are adjourned.

[Whereupon, at 11:40 a.m., the committee was adjourned.]
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Statement for the Record
Submiitted by Mr. Connolly of Virginia

The entire International Affairs budget of the United States is about 1 percent of U.S. federal
budget, and with roughly one half of that 1 percent, our international assistance agencies must
implement programs and strategies that work to end extreme poverty and build democratic
societies abroad. These remarkably complex and daunting tasks stand in stark contrast with an
entirely unremarkable budget figure, and that contrast betrays the extent to which we have
severely undervalued our development portfolio.

Democracy promotion and poverty prevention are fundamental safeguards against the
development of instability and security threats overseas. Our investments in such programs are
down payments on peace, and when we fail to make those investments, we are often left
conducting triage when the bills come due for our neglected international funding priorities.

Development and foreign assistance are increasingly called upon to address our most pressing
security challenges and proliferate American values abroad. As has been the lesson in Iraq,
Afghanistan, and countless other military interventions, a permanent U.S. military footprint is
rarely a tenable proposal for the American public. Instead, we almost always turn to development
investments as the solution to transforming stagnant societies mired in violence into more stable
and resilient countries.

Earlier this year, 1joined every Democratic Member of the House Foreign Affairs Committee in
writing to the House Budget Committee advocating for a robust International Affairs budget. In
our letter, we stated, “Function 150 spending is our first line of defense. 1f we are unable to
prevent a crisis before it explodes, we often must turn to our military, at great cost in blood and
treasure. At its most elemental level, underfunding diplomacy and foreign assistance is simply a
way of telling America that we are going to have to send our young people into harm’s way once
again, because we would not invest adequately in prevention.”

The imperative is clear, but it is not matched by corresponding Congressional action. As a staff
member on the Senate Foreign Relations Committee, I worked on the last comprehensive
reauthorization of the Foreign Assistance Act of 1961. That was in 1985. This is a challenge we
have avoided for three decades, and the clarity of our mission has suffered as a result. The
original Foreign Assistance Act of 1961 listed 5 principal goals for foreign aid. Today, we have
more than 260 — some competing, some redundant, and we have started to create new initiatives
and even new agencies like the Millennium Challenge Corporation that direct U.S. foreign
assistance funding, Congress must grab the reins and engage our foundational foreign assistance
statute with a regular authorization process, and | would suggest the Global Partnerships Act —
legislation I introduced with the former chairman of this committee — as a good starting point.

Development investments have the noble goals of unleashing economic activity and proliferating
stability, but our foreign assistance efforts must be held accountable to these objectives. The
primary way in which Congress and the American public can be assured that government
spending occurring thousands of miles beyond U.S. borders is being well-spent is through strict
enforcement of monitoring and evaluation regimes.
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The Foreign Aid Transparency and Accountability Act (H.R. 3766) is a project that 1 have
worked on with my colleague, Judge Poe, for several years now, and the bill recently passed
once again in the House of Representatives by a unanimous vote. The bill directs the President to
establish monitoring and evaluation (M&E) guidelines for the federal agencies charged with
implementing development and economic assistance programs abroad. The guidelines will
require M&E plans as part of the project development process, and agencies will be encouraged
to incorporate the findings of project evaluations and impact studies into subsequent foreign
assistance programs. This feedback loop will include measurable goals, performance metrics,
and a clearinghouse for lessons learned on U.S.-led aid projects. Additionally, the legislation
requires that the documents and reports created under this M&E regime be made available to the
public on foreignassitance.gov.

This administration has developed an encouraging record on foreign aid transparency. The
Foreign Assistance Dashboard created in 2010 demonstrated a promising inclination towards
disclosure that we should hope to enshrine in law. Our bill will strengthen and codify those
transparency best practices to ensure that they exist as agency policy under future
Administrations that might not be as accommodating of the aid community’s demand for this
information,

Aid programs that are held accountable for their performance and results can be made more
effective, and their impact on communities and countries abroad can be more easily
demonstrated. Perhaps with more information, we can dispel the commonly held belief that 26
percent of the federal budget is spent on foreign aid when the actual amount, as previously
mentioned, is about 1 percent.

Ideally, this disparity in public perception and reality would be a commentary on the United
States’ outsized presence in the developing world. Unfortunately, it is instead usually
migsattributed as a reason for the necessity of budget cuts. The onus is on the defenders of foreign
aid to draw a clear connection between the way in which U.S. development programs alleviate
human suffering and the security of the American people. This relationship will justify the
resources and support necessary to accomplish our urgent development goals in an increasingly
turbulent world.
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Chairman Ed Royce
“Review of the FY 2017 Foreign Assistance Budget: Aligning Interests, Ensuring Effectiveness
and Transparency”
Questions for the Record for USAID Administrator Gayle E. Smith
March 15, 2016

1. U.S. funding of the Palestinian Authority is reliant upon the PA’s commitment to and active
forwarding of peaceful coexistence with Israel. Funding can be — and was recently — withheld if
the PA is found to be inciting violence. The checks appear to be working, but is there more we
can be doing to encourage the PA to move towards peace? Is the Administration confident that
its current funding structure for the PA achieves the goals the U.S. has enumerated? Does current
funding advance U.S. objectives to promote coexistence and peace?

The United States condemns incitement to violence and remains fully engaged with the Palestinian
Authority (PA) and the Government of Tsrael on this issue. The PA has made progress in combatting
incitement to violence and promoting peace and cooperation with Israel. President Abbas has repeatedly
opposed violence and has issued several calls for the latest wave of violence to cease.

The achievement of a negotiated two-state solution to the Israeli-Palestinian conflict remains a core U.S.
national security objective. The U.S. government pursues this by working with both parties to try to
preserve the possibility for a negotiated settlement and by supporting Palestinian institution building so
that a future state will possess the capacity to govern, provide services, and ensure security and stability
within its borders and with its neighbors.

This assistance advances U.S. objectives to promote coexistence and peace, and reduces the
threat of extremism and counters incitement through the implementation of programs that: increase
people-to-people interaction and understanding, provides vulnerable youth with education and job skills
needed to secure gainful employment; and encourage constructive civic engagement by program
beneficiaries. Stability in the West Bank and the reconstruction of Gaza are in the interest of the
Palestinian people, the United States, and Israel. Our assistance is intended to help keep young
Palestinians off the streets and in youth centers and schools, helping to counter violence during a time of
great instability in the region. Moreover, U.S. assistance demonstrates that we maintain a vested interest
in the lives of ordinary Palestinians and preserves the possibility of a two-state solution.

To bolster this policy approach, the U.S. government’s foreign assistance provides development
assistance to the PA as well as relief of debts owed by the PA to creditors (including Israeli entities) to
improve its fiscal viability. The U.S. government supports a range of programs that aim to improve the
capacity of PA institutions to operate transparently and efficiently to deliver key services to citizens and
improve security conditions on the ground. These programs include support for improving
infrastructure for water, sanitation, and roads, health and education services, and the capacity of local
governance institutions, and for reinforcing respect for the rule of law. In addition, our programs
support the development of a strong private sector-driven economy.

2. Will the current security and political environment in Yemen allow for the implementation of
planned U.S. programming? Does USAID intend to reallocate or revise its assistance plan it
there is ceasefire or associated process? Would USAID plan to introduce new programming in
Sana’a and other areas controlled by the Houthis? If so, how and for what purpose? Will we
provide assistance to areas controlled by the Coalition or the Hadi government in Aden?

Due to the current non-permissive security and operational environment in Yemen and severe
humanitarian needs, USAID placed all of its development programs under temporary suspension in
spring 2015, except for one key program that provides USAID with the analytical data needed to restart
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activities. However, implementation of life-saving humanitarian assistance continues. The United
States government provided over $317 million in humanitarian assistance for Yemen in FY 2015 and
FY 2016, including $260 million in USAID humanitarian assistance.

The suspension of development programs allows USALD to keep programs in place, without
incurring costs, so we can restart these activities quickly when the situation permits. We continue to
closely monitor the situation on the ground in all areas; once a peace process is in place and the security
environment is permissive, USAID can rapidly resume and sustain our development assistance where
possible, adapting activities to post-conflict realities.

The post-conflict period will offer critical opportunities to reverse the social, political and economic
trajectory in Yemen, but only through early and effective support. Otherwise, we risk a protracted
humanitarian crisis and deeper instability in a very sensitive region for the United States and our allies.
Provided security allows, FY 2017 funds will permit USAID development programs to help the Yemeni
people to stabilize their economy, restore their health systems and other social services, and renew a
peaceful political transition process. QOur assistance will be based on needs assessments and will seek to
support a transition process agreed upon by all relevant conflict parties.

3. The breadth of the Syrian humanitarian crisis is staggering — creating more than 11 million
internally displaced persons (IDPs) or as refugees. The U.S. has been the most generous donor to
this ongoing crisis. The budget request for FY 17 has spread funding over so many accounts and
programs that tracking this funding has become nearly impossible. Please provide a detailed
accounting of the request for humanitarian assistance for Syria and for local communities hosting
refugees. How much and what elements of this assistance are being delivered via U.S.-based and
international NGOs, local organizations, and the UN?

USATD Humanitarian
Assistance** $866,442,958 | $829,000,000 | $898,000,000

Tnternational Disaster Assistance
Overseas Contingency
Operations IDA(OCO) - Office of | $303,151,568 | $300,000,000 | $310,000,000
U.S. Foreign Disaster Assistance
(for programs inside Syria)

International Disaster Assistance
Overseas Contingency
Operations IDA{(OCO)- Food For
Peace (for foud assistance inside $551,456,109 | $529,000,000 | $588,000,000
Syria and for food assistance to
Syricn refugees in neighboring
counliries)

Tanternational Disaster Assistance
- NON-OCO Food for Peace (for
inside Syria) $9,525.809

Food for Peace Act Title TT (for
inside Syria) $2,309,472
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*Fiscal Year (FY) 2016 and FY 2017 figures are projections only and are subject to change based on
evolving needs and funding availabilities.

#**This represents only USAID’s funding request and does not include funding requested for refugee
assistance through the Migration and Refugee Assistance account, managed by the Department of State.

For Fiscal Year (FY) 2017, the President’s request includes $898 million in International
Disaster Assistance (IDA) for Syria, $69 million (8 percent) above the FY 2016 request, and $32 million
(4 percent) above FY 2015, Figures included in the request are estimated projections based on
historical obligations and trends, and are subject to change based on need and funding from other
donors. USAID must retain flexibility to respond to needs as they emerge within the Syria response and
globally, such as sudden mass displacement, infectious disease outbreaks, and potential deteriorations in
food security.

In FY 2017, USAID will continue to identify and respond to the most critical, life-saving
humanitarian needs of displaced and conflict-affected families in Syria, prioritizing food assistance;
basic health care; relief commodities; water, sanitation, and hygiene; and protection programming,
USAID will also use these resources for continued emergency food assistance to Syrian refugees in
Egypt, Iraq, Jordan, Lebanon, and Turkey.

To date, the U.S. Government has provided more than $5.1 billion in humanitarian assistance for
the Syria crisis, inclusive of assistance to refugees provided through the Department of State’s Bureau of
Population, Refugees, and Migration (State/PRM). Approximately 66 percent of this assistance—or
nearly $3.4 billion—has been channeled through U.N. relief agencies (such as the UN. World Food
Program); approximately 26 percent—or more than $1.3 billion—has been provided through
international NGOs; and nearly 8 percent—or $393.2 million—has been delivered to other public
international organizations, such as the International Committee of the Red Cross (ICRC), International
Federation of Red Cross and Red Crescent (IFRC), and the International Organization for Migration
(IOM). Approximately half of the U.S. Government humanitarian assistance to the Syria crisis to date
has supported programs inside Syria, and approximately half has supported programs for Syrian
refugees in neighboring countries.

Funding allocations among organizations change vearly as USATD identifies partners with the
capacity to respond in specific geographic areas with the greatest needs; therefore, USAID has not
planned specific funding allocations for FY 2017. USAID focuses on working with experienced,
established partners to ensure the greatest level of accountability and standards in one of the world’s
most complex and challenging operating environments. Local NGOs are also critical components of the
response because they best understand the landscape and have the greatest access to affected
populations. USAID’s international partners support Syrian NGOs through sub-awards and capacity
building. Additionally, USATD sponsors a capacity building grant for Syrian NGOs with the aim of
further strengthening Syrians’ own crisis response capabilities.

4. Historically, an inordinate amount of funding provided to UN agencies has been used to cover
overhead costs, thereby reducing the reach of actual aid on the ground. Additionally, UN
programming in Syria has, acquiesced to the demands of the Assad regime regarding where,
when, and to whom relief supplies will be provided. How are you working to ensure that
withholding of aid is not used as a weapon of war against civilians in Syria? How can we
effectively reduce costs and expand access?

USATID continues to work through all channels — including the United Nations (UN), international
organizations, non-governmental organizations (NGOs), and local Syrian organizations and networks —
to maximize the reach of critical, life-saving assistance to conflict-affected populations throughout
Syria. This includes cross-border assistance into Syria and across conflict lines within the country. By
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